iXJCUXENT RESimS 



£D 334 454 



CE 058 547 



AUTHOR 
TITLE 

INSTITUTION 



REPORT NO 
PUB DATE 
NOTE 

AVAIUkBI^ FROM 
PUB TYPE 



EDRS PRICE 
DESCRIPTORS 



IDENTIFIERS 



Middleton, John; And Others 

Vocational and Technical Education and Training. A 
World Bank Policy Paper. 
International Bank for Reconstr action and 
Development, Washington, D.C; world Bank, 
Washington, D. c. 

isBN-'O-ezia-iTBo-e 

91 
84p. 

World Bank, 1818 H Street, N.W., Washington, DC 
20433. 

Viewpoints (Opinion/Position Papers, Essays, etc.) 
(120) 

MFOl Plus Postage. PC Not Available from EDRS. 
Access to Education; Developing Nations; Economic 
Development; Educational Finance; Educational 
Improvement;' "Educational Needs; Educational Policy; 
Elementary Secondary Education; "Financial Support; 
i jreign Countries; «Governraent Role; Institutional 
Cooperation; "»Job Training; "Policy Formation; 
Post secondary Education; "Private Sector; Vocational 
Education 
"World Bank 



ABSTRACT 

Skilled workers are needed in developing countries to 
facilitate economic development and to respond to a changing economy. 
Training is often provided by private employers, but governments must 
continue to play a role to help train workers in companies too small 
to provide training, and Ciecause trciining benefits society in ways 
too remote for employers and employees to pay for. Public training 
policies in developing countries can be designed to create strategies 
ensuring that the skills needed by the economy are developed and that 
equity objectives for the poor and socially disadvantaged are 
effectively addressed. The key elements of this approach include 
strengthening primary and secondary education, encouraging private 
sector treilning, improving effectiveness and efficiency in public 
training, and using training as a complement to equity strategies. 
The World Bank has been the largest single source of international 
financial support for skills training. Five actions will improve the 
quality of World Bank support for skills training: (1) analysis of 
the economic context of training, including labor market training, 
should be improved and used in formulating national strategies; (2) 
lending for prevocational courses should be replaced by programs to 
strengthen quality and access in academic secondary education; (3) 
lending should address the policy changes needed to create a 
favorable economic climate for private training; (4) lending should 
improve the efficiency of public training; and (5) training should 
require development of long-term strategies for the evolution of 
governments* role in training and should encourage broad-based 
coordination of donor support. (177 references) (KC) 



U.S. ocMirrMCNT op education 

Office or EducAtionai Rtuarcn ino rmofovement 

ZCATIONAl neSOURCES INFORMATION 
CENTER <ERIC) 
tis document has been reproduced as 
received from the oersor^ or organizaiton 
originating it 

C Mtnor changes have Men made to imorove 
reoroduction Quality 

• Points Of view or Opinions Slated in this docu> 
meni do not necestariiy reortsent Official 
OERI position or policy 



A 

WORLD 
BANK 
POLICY 
PAPER 




AND 



,V()CAT10NAI 
IrCHNlCAl 
FDUCAtlON AM) 



BEST COPY AVAILABLE 




Vocational and Technical 
Education and Training 



The World Bank 
Washington, D.C, 



1 % 



® 1991 The International Bank for Reconstruction 
and Developm^t/TKE vmuD BhNK 
1818HStxwt,N.W. 
Washington, D.C 20433, VSJi. 

All rights reserved 

Manu&ictured in the United ^tes of Americs 
First printing May 1991 

The judgments expressed in this paper do not necessarily represent the views 
of the World Bank's Board of Executive Directors or the gpvemments they 
represent 

Caver design hy YkUm Rs^enquist and Beni Oiibber 

Library of Congress Catatoging-in-Publicatum IMa 
International Bank for Reconstruction and Developm^t 

Vocational and technical education and training. 

p. art— <A World Bank policy paper, isSN 1014-6124 

Trepared by John Middleton (task manager), Adrian Zidennan, and 

Arvil Van Adams"— 

Includes bibliographical references* 

BBNT 0-8213-1780^ 

1* Vocational education— Developing countries. 2. Technical 
education — Developing cotmtries. 3. CXrupational training — 
Developing countries. 4- Education and state— Pweloping 
coimtries. 5* Educational assistance L Middleton^ John^ 1^^^-. 
n. Ziderman, Adrian, in. Adams, Arvil V. IV^ Title- 
V« Series. 

LCn047.D44158 1991 

379.r552'091724— dc20 91-2760 

CUP 



Contents 



I 

Pre&ice 5 
Executive Summary 7 
Introduction 19 

1. Skills and Development 23 

Uncertainties in the Demand for Skills 23 
Barriers to Efficient Response 24 

2. Strengthening Primary and Secondary Education 30 

3. Encouraging Private Sector Trailing 33 

Creating a Favorable Policy Environment 33 
Strengthening Employer Training 37 
Improving Traditional Apprenticeship 40 
Reducing the Regulation of Private Training 41 

4. Improving Effectiveness and Efficiency in Public Training 43 

Improving Market Orientation in Planning 43 
Improving Instihitional Responsiveness to Market Forces 
Using Training Resomxres Efficiently 51 
Building Capacity for Policy Implementation 52 
Diversifying the Sources of Firiance 54 

5. Training as a Complement to Equity Strategies 58 

Improving Levels of Education 58 

Training for Rural and Urban Self-Employment 59 

Iir.3roving Access to Wage Employment for Women 61 

6. Implications for the World Bank 64 

Improving Economic Analysis for Traiiiing 66 

3 

r- 
o 




Strengthening F .imaiy and Seoondaiy Education 68 
Strengthening Employer and Private Training 68 
firiprovingthe^fectivenessandEfficieii^ 69 
Providing Long-Term Support 69 

Appendix 71 

Selected Bibliography 73 

Boxes 

1 . Weaknesses of Manpower jRequirements Forecasts 26 

2. Labor Market Imbalances 28 

3. Training Subsidies in Singapore 38 

4. Private Training Markets in Zimbabwe 41 

5. The Latin American Model of Vocational Training 46 

6. Elements of Employment Ftograms 48 

7. Individualized Insbuction in the EuvaldoLodi School 53 

8. Training for Self-Employment in Rural Areas 60 

9. Entrepreneuxship Development in India 61 

10. Training Women in Nontraditional Skills 62 

11. International Support for Vocational Education and Training 65 

12. Refbnning Vocational Trainixig Policy in To^ 67 

Tables 

1. Efficiency Rationales for Public Training Policy 35 
Z World Bank Investments in Vocational and Technical 
Education and Training, 1963-88 66 



* 3 



ERIC 



s 



Preface 



I 

This paper was prepared by John Middleton (task manager), Adrian 
Zidennan, and Arvil Van Adams in the Education awi Employment 
Division of the Population and Htmian Resources Departm^t under 
the general direction of Aim ©.Hamilton and the immediatesupervision 

of Adriaan M Verspoor. It is the second in a series of policy papers on 
the different subsectors of education. The first addressed primary edu- 
cation, and future papers will deal with secondary and higher education. 

The paper is based on the evidenc* presented in the fortiicoming book, 
ShUs Training for PrxxtucHoify: Vocational Education and Trmmng in Detxl- 
oping Countries, by John Middleton, Adrian Ziderman, and Arvil Van 
Adams. The policy messages in the paper were developed in consulta- 
tion with ministers and senior dvil servants from labor, education, 
planning, and finance ministries from 53 developing countries and with 
representatives of multilateral and bilateral assistance agencies. Sub- 
stantial professional and financial support was provided by the 
Deutsche Gesellschaft furTechnischeZusammenarbdt, the Inte^Amer- 

ican Development Bank, the International Labour Office, the Interna- 
tional Development Research Centre, and the OKD Development 
Centre. The paper was discussed by the Executive Directors of the World 
Bank on January 3, 1991. 
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Executive Summaiy 



I 

Developing cotmtries need to improve productivity througivout the 
economy if they are to compete successfully in an era of rapid economic 
and tedmological change. This requires not only capital investment, but 
also a work force tihat has tiie Bexibility to acquire new skills for new jobs 
as the structures of economies and occupations change. The level of 
competence of a country's skilled workers and technicians is centrally 
important to the flexibility and productivity of its labor force. Skilled 
workers and technicians enhance the quality aM efficiency of product 
development production, and maintenance, and they supervise and 
train woricers with lesser skills. They are found in the modem wage 
sector, in agriculture, and in the small uxuegulated enterprises of the 
informal sector, both jural and urban. 

The development of a skilled labor force makes an imiK>rtant contri- 
bution to development The challenges are to use employer, private, and 
public training capacities etfiectively to train workois for jol» that use 
their skills and to do so efficiently in developing economies increas- 
ingly influenced by technological change and open to international 
onnpetition. 

Training in the private sector^— by private employers and in private 
training institutions — can be the most effective and efficient way to 
develop the skills of the work force. In the best cases employers train 
workers as quickly as possible for existing jobs. Costs are low compared 
with traiiting before employment and trained workers are placed auto- 
matically in jobs that use dieir skiUs. Larger employers often have the 
technology, and their supervisors have the expertise, to train in both 
traditional and newly emerging skills. Even the very small uxurcgulated 
enterprises of the rural and urban informal sectors can provide the 
training needed for existing technologies and production practices. Pri- 
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vate training institutions must function in the marketplace and be adept 
at changing enrollments and curricula to fit with the employment op- 
portunities available for graduates. The costs and benefits of employer 
and private training are equitably shared by workos and employed. 
Woikeis contribute to costs by accepting lower wages during trailing 
and benefit through higher wages after training. Employers accept the 
lower output of trainees, pay the direct costs of training, and benefit from 
higher firm productivity. 

In practice, the extent and quality of private sector training is limited 
in varying degrees, dependixig on the nature of the economy and the 
level of development in a given country. Economic amd social policies 
often distort the incentives to emptoyers and workers to invest in skills 
development, which leads to inaccurate decisions about the Idn.^ and 
amount of training needed. Moreover, individuals often have difficulty 
obtaining cxedit to finance their training, especially in longer programs 

in which the costs and risks to returns are hi^ In the small and 
medium-size firms thatemploy 60 to 80 percentof private sectorworkers 
in many developing countries, the capacity to provide training in the 
new skills needed to raise productivity is often weak. In addition, 
training benefits society in ynys that employers and workers do not 
capture directly, which reduces their wilUngness to invest in these skills. 

These limitations require a continuing role for governments to ensiue 
an adequate amount and quality of training. In low-income countries 
especially, governments will need to continue to finance and provide 
skills training in tiie immediate future. But this should be an evolving 
role, one that seeks constantly to improve the capacity for training by 
employers and privab? providers. This is a long-term process, and it tiius 
requires policies that compensate for the limits of the private sector 
during the transition period. 

The strurtuie and dyiuunics of the economy, as well as the level of 
dev'^lopment of private and public sector training, vary sigrtificantly 
across developing countries. Thus ti:aining policies will need to vary as 
well This paper proposes an approach to the design of public training 
policies that can help policymakers create strategies that ensure that the 
skills needed by the economy are developed and that equity objectives 
for the poor and socially disadvantaged are effectively addressed. The 
key elements of this approach are str^igthening primary and secondary 
education, encouraging private sector traiiung, improving effectiveness 
and efficiency in public training, and iising braining as a complement to 
equity strategies. 
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Strengthening Frinuuy and Secondaiy Edacatioit 

Technological change is expanding the cognitive and theoretical knowl- 
edge lequired for producdvity in skilled occupations, thus increasing 
the need for workers to have a foundation of ba^ competencies to make 
retraining effective. The most cost-efiective use of public resources to 
improve the productivity and flexibility of the wcnk force is dius invest- 
ment in general education at the primary and secondary levels. In 
addition to gez^rating broad ben^ts to society, general education di- 
rectly increases worker productivity and increases the acce» of the poor 
and socially disadvantaged groups to training and wage employment 
In Peru^ for example, workers with a complete secondary school educa- 
tion have a 50 percent greater chance of receiving in-service training than 
those widi primary education alone. The 1990 World Bank policy paper 
on primary educaticnt argues dmt in many countries additional invest- 
ment in primary education is of the highest priority to address the 
shortfalls in accesc and quality that jeopardize productivity and income- 
earning opportunities, especially for the poor. Training in specific skills 
is more e^iective when it Iniilds on a strong foundation of general 
education. Primary and lower secondary education provide this foun- 
dation for many traditional crafts and trades. 

In modem sector manufacturing and services, however, in which the 
conceptual content of jobs is increasingly high and manual skills corre- 
spondingly less important the broad competencies gained through 
good quality academic secondary education are significant, not only to 
inunediate productivity, but also to the ability of woiicers to learn new 
skills throughout a career. The most important of these are the abilities 
to communicate clearly in writing and to use mathematics and sdence 
skills to diagnose and solve problms. Secondary education also im- 
proves the productivity of the self-employed. In ibadan, Nigeria, 70 
perceitt of the proprietois of iui>an infoixnal sector firms engaged in 
radio and television repair have some secondary education, o^pared 
with 17 percent of those engaged in soap making. 

The extra resources used in many coimtries to replace part of the 
academic curriculum with a few vocational courses would be better 
invested in improving achievement in the academic curriculum or in 
increasing access to such education. These "diversified" programs are 
no more effective than academic secondary education in enabling grad- 
uates to enter wage or self-employment The limited training delivered 
in diversified programs produces equally limited skil'^ and does not 
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much change student aspirations for higher education and white<oUar 
employment But it takes the place of mo* e preparation in basic compe- 
trndes-Andafew hundred hours of craft training do Uttle to help youth 
establish their own enterprises^ task that is difficult enougji for expe- 
rienced adults. 

Encouraging Private Sector Training 

Private sector training can be expanded and improved by seating a 
favorable poUcy environment Governments can achieve ttiis by reduc- 
ing distortions in incentives and by establishing compensatory pdid» 
when incentives cannot be improved. Positive policies to encourage and 
develop employer training and to reduce the regulation of private 
training institutions can accelerate the response of the private sector to 
a changing policy environment 

Creating a favorable policy environment 

Economic and sodal polideMuch as high minimum wages, guaran- 
teed rubUc employment, and narrow skiU differentials in publidy ad- 
ministered wage sy8tems-<an distort the incentives provided to 
employers and individuals to invest in skills development as well as the 
signals of skills needs to training providers. A careful assessmwit ^the 
elects of these distortions on training ^dency shouW be an or^)ing 

feature of policy development The process cai be f adUtated by 
strengthening the links between economic and human resource plan- 
ning This assessment should be incorporated in the efforts of govern- 
ments and assistance agendes to design economic adjustment polia« 
and in the country analysis that supports specific assistance for skills 

training. . . 

For sound social or political reasons, however, it may not always be 
possible to change these poUdes. In addition the impact of changes in 
incentives for private investment in training wiU take some time to take 
effect Thus compensatoiy measures may be needed as second-best, 
transitional options to adjust for the effeds of continuing distortions. 
Compensatory measures may indude, for example, exemption of ap- 
prentices from minimum wages or partial pubUc subskiies to compen- 
sate for artifidally high training costs to employers and workers. 
Selective and partial interventions may also be needed where tiiere are 
iiTi^rtant sodal benefits of ijaining. 
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Encouraging employer training 

Where employer training capacity is und^svdoped, govenunents can 
assist by providing employers witii information on external training 
opportunities, as well technical assistance for the training of trainers 
and for developing policies and plans for ei ierpxise training. When 
designed to oftset'spedfic market imperfections, rdmbuxsement of the 
costs of training can stimulate firms' demand for training. In Singapore, 
for example, such programs have established or expanded training in all 
finns with more than 50 employees, and in more than half of those 
employing from 11 to 49 woricers. However, reimbursemoit programs 
must be dosely monitored to prevent firms from repackaging already 
established tr^ning just to gain reimbuisemoit;, resulting in windfall 
gains at pubUcexpoise. Reimbursement programs should be considered 
a transitional device for building training capadty, not a permanent 
enddement program. 

Workers in rural areas and in the urban infonnal sector are increas- 
ingly well-educated and thus are better able to benefit from programs 
that seek to strengthen traditional apprenticeship. Options for govern- 
ments indude support for the provision of techidcal information, corre- 
spondence coiuses, textbooks, snd theory classes. 

Governments can also help to improve private training. In the Repub- 
lic of Korea, for example, the government has provided private technical 
junior colleges with loans on favorable terms for equipment purchase 
and staff devdqpment 

Reducing the regulation of private training 

Governments can encourage private provision of training by reducing 
barriers to entry into the training market, such as a required official 
curriculum, and by allowing institutions to set tuition charges freely. 
However, continuhig ]»ograms of accreditation and consimier informa- 
tion are needed to protect against exploitive practices. 

Improving Effectiveness and Effidency in Public TrairUng 

With strong support from international doiu>r agencies, induding the 
World Bank, developing country govenunents have built public train- 
ing systems. Most public training is delivered before employment, with 
sl^ed work^ attending vocational schoob and labor traixdng centers 



12 VoaitiomlandTedmkalEdiicaHmttndTrttimng 

and technicians attending postsecondary institutions. A major policy 
objective in many coimtiies is to use this capacity more efficiently; this 
is especially true in low-income coimtries where employer and private 
training is not yet well developed. 

In many cases the record of public training is not satisfactory^ often 
because it has been expanded to address objectives other than compen- 
sating for weak private training. These other objectives include reducing 
youth unemployment, cmting a reserve of sldlled workers to attract 
new capit 1 investment, or diverting youdi bom aspirations for higher 
education. In the absence of sustained growth in wage employment 
such policies have led to too mush public training ami low levels of 
placement of trained workers in jobs thai use thdr new skills. Sooce 
public x^urces are wasted. Moreov^, many countries find it difficult 
to provide adequate financing for these public institutions, which results 
in low levels of training quality and further reduces the im|iact of 
training on productivity. In Egypt, for example, in an effort to divert 
youth from higher education, the government enrolls more than half of 
upper secondary students in vocational schools. Open unemployment 
among graduates exceeds 35 percent In Bangladesh, Cameroon, and 
Togo less than half of the public trainees find wage emplo3anent in their 
trade. S%xdal rates of return to vocational schooling in Bangladesh are 
negative. 

Governments must provide training efficiently. The record shows that 
ptibUc training can be cost-efiective when it is able to respond to market 
fbit^s vdth good quality training that results in high placement rates and 
when costs are well managed. Ownership turns out to be less important 
than the quality of management These factors explain social rates of 
return to public preemployment traiiting ranging from 12 to 25 percent 
in Botswana, Korea, Brazil, and Colombia. 

There are sbc key elements in strategies to improve ptiblic training: 
choosing appropriate objectives, improving market orientation in plan- 
ning, improving institutional responsiveness to market forces, using 
training resources efficiently, buikiing capacity for policy implementa- 
tion, and. diversifying sources of finance. 

Choosing appropriate objectives 

A first step toward more effective and efficient training is to focus 
publicly provided or subsidized training more clearly on areas in which 
the piesenceof significant external sodaibenefit8,ma]icet imperfections, 
or w^ employer axui private training capacity reduce the role of 
private sector training. For example, higher tecbiucal skills can be im- 



13 



E3acutweSu$mmiy 23 



portant to gxxnv^ in economically strategic sectors or industries in 
which technological change is rapid. The long duration of such courses 
and the risk of losing workers with transferable skills make en^loyers 
reluctant to provide this kind of training. The costs can also make it 
difficult for individuals to finance thdr own training, especially where 
they are unable to borrow for their education. The ri^ to ixulividuals of 
a substantial investment in training for newly emerging or rapidly 
changing occupations is also high, further reducing incentives to invest. 
Govenunent suppcnt for private technical education, for ecample in the 
fonn of scholarshif^, may thus be needed. Public provision is a reason- 
able transitional alternative where private trailing is not available. 

Public preemployment training oi skilled work^ in secondary voca- 
tional schools and labor training cento's may also be jupiified when 
employer and p*^ vate training capacity is weak. But such p Tograms must 
be bodi effective and efficient, and in many cases this will require 
significant changes in institutional practices to improve responsiveness 
to market forces. 

Training for workers displaced by economic restructuring is another 
case in which exteixud social benefits justify public intervention. Experi- 
ence in industrial countries shows that training can help dislocated 
workers find new employment if other complementary elements are in 
place, including job creation programs, support for self-emplo3rment 
and small business development, effective labor market inlonnation 
systems and labor placement institutions, subsidization of the costs of 
worker relocation, and income support programs during retraining and 
job search. Effectiveness requires that training be linked to demonstrated 
job availability or be integrated with efforts to expand self-employment 
or to establish small bu^esses. Experience in devebping countries, 
including Chile and Mexico, suggests that effectiveness is improved ty 
decentralizing publicly subsklized training to local labor markets 
through competitive contracting for services fiom employers, private 
training providers, and public training institutions. Accountability can 
be improved by linking funding to placement outcomes. The high cost 
of these programs calls for ^>ecial attention to the need for hi^y flexible 
arrangements in order to minimize the length of training. 

ImpfOVmg market orientation in planning 

Much public preemployment training is isolated from market forces and 
rigidly administered, lltese factors contribute to low levels of job place- 
ment for graduates. Improving responsiveness requires action at both 
the national and institutional levels. At the natioiial level (or staic level 
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in larger countries) the isolation of public training irosa. the economy can 
be reduced through planning approaches that rdy on labor market 
analysis, on monitoring of training costs and outcomes, and on informa- 
tion from employers in determining training supply. 

Improving institutional responsiveness to market fonxs 

At the institutional level responsiveness can le improved by clearly 
separating training from education in order to achieve the managerial 
flexibility' that is difficult to develop in fonnal education systems. En- 
couraging institutions to specialize in the needs of diffierent ^dll markets 
and to develop strong information links with employers, as well as 
increasing authority and accountability at ^e instif,utionaI level, further 
enhances managerial flexibility. Hnally, effective response to training 
needs depends on good training outcomes, which in turn require ade- 
quate financing for salaries, materials and maintenance. Experience 
shows, for example, that materials and maintenance costs run to 25-30 
parent of the recturrent budgets of e£fective institutions. These charac- 
teristics have been achieved in the vocational education or training 
operations of several developing countries, among them Brazil and 
Jordan. 

Using tmining resources efficiently 

Good training costs more than general education, and it is thus impor- 
tant to manage costs efficiently. Where public training capacity is un- 
derused, consolidation into fewer institutions with better financing is a 
first option. A second option is to use curricula and instructional prac- 
tices that utilize training facilities effidentiy. These include Mual'^ sys- 
tems, which combine training off-the-job in basic skills and theory with 
supervised appret iticeship in employment, as well as competency-based 
modular curricula, which enable trainees to enter and exit training based 
on acquired skills, thus faulitating intermittent study along with em- 
ployment Training centers not tied to rigid curriculum requirements of 
education ministries have been more successful in using tiiese instruc- 
tional approaches than vocational schools managed by ministries of 
education. 

Building capacity for policy implementation 

Implementing responsive, market-oriented public training policy re- 
quires strong and sustainable institutional capacity. Training authorities 
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governed by a board with representatives of employers, worker organi- 
zations, and government have been elective in this task. Given a degree 
of autoncmiy and adequate resources, training authorities can help crrate 
a favorable policy environment for private training, be elective in 
mari^<tiented planning, and achieve economies of scale in profes- 
sional curriculum development testir g, monitoring, and research and 
development services. An important fiinction is the useof training funds 
to provide incentives that extible private and public trainix^ institutions 
to adjust to changing patterns of training needs, to provide training for 
the imemployed, and to provide training support for rural and uri>an 
informal sector programs to gmerate emplojrment Well-paid and well- 
trained managers and profe^onal staff are essential to success. 

Diversifying source of finance 

Finance policy for training should ensure both the stability of funding 
needed to develop sustaiitable institutional capacity for policy imple- 
mentation and die level of financing needed to improve trairdng results. 
The recent World Bank policy paper on primary eduoition ai^gued the 
need in many countries to increase public investment in that ^nabsector, 
given the dominant importance of equity consideratiox^ and the pres- 
ence of significant externalities. However, the claim on public resources 
for vocational education and training is much less strong in most coim- 
tiies. A first objective, therefore, is to increase the contributions of 
employers and trainees. Direct cost recovery fiom employers is the most 
efficient source of financing, either through employer sponsorship of 
trainees or throu^ contracts for training services. Cost recovery fiom 
trainees is an option if fees are also charged for academic secondary or 

postsecondary education; otherwise, cost recovery for vocational pro- 
grams raises s%nificant questions of parity. Income from the sale of 
products and training services has provided an important source of 
revenue in several ccninbies. Care must be taken, however, to strike a 
balance between training and die production of goods to avoid exploit- 
ing students, subsidizing competition with pivate firms, and lowering 
the quality of training. 

Levies on employer payrolls have been a stable and effective way to 
finance training, especially for national training authorities, and to sup- 
port technical assistance and financing programs to develop employer 
training. They have also increased employer interest in training. The risk 
that financing through levies would lead to inelfficiency and top-heavy 
training bureaucracies am be minimized by channeling the financing 
through national training authorities, periodically reviewing levy rates. 
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varyixig levy rates across sectoxs and industries to reflect training costs^ 
ensuring that funds are not used for other purposes, and using the 
resources to develop enterprise training. Payroll levies may be an 
appropriate option in middle-income countries, but less so in low-in- 
come coimtries, where mechanisms for tax collection may not be in 
place. In ^neral, payroll levies should be seen as anodter transitional 
mechanic to be dismantled as training institutions get stronger and as 
direct finance by trainees and employers is expanded. 

Tsaining as a Complement to Equity Strategies 

Most of the poor in developing countries are found in rural areas and in 
the urban informal sector. Their principal asset is their labor, and im- 
proving their productivity and earnings is their main road out of pov- 
erty. Reform of policies to encourage economic and employment growth 
is the first step along this road for the poor, as well as for women and 
minorities. Improving levels of general education also helps by improv- 
ing both productivity and access to training. 

In the urban and rural informal sectors, traditional apprenticeship, 
appropriately strengthened, be a ma^r source of skills for the 
economically disadvantaged. Formal training programs can oontiibute 
if they are used to coii^>lement broader strategies to generate income. 
These strategies include reducing regulatory barriers to sdf-employ- 
ment and using informaticm on load snaricets, products, and die charac- 
teristics of clients in the design of broader programs. Training alone, 
especially when oriented toward modem sector wage employment and 
trades tests, does not address these factms, nor does it develop fiie range 
of skills needed for productive self-employment in informal markets. 

In the modem sector, public vocational education has not been an 
efiective m^sure to reach the poor, who can ill-afford to be out of 
employment for several years. Moreover in most devdoping countries 
secondary schools enroll a small proportion of the age groiq>. In such 
circumstances, vocational schools become second-best options for aca- 
demically well-qualified students who are not necessarily poor. In Thai- 
land in 1979, for example, farmers and laborers comprised 88 percent of 
the labor force, but their children held less than 20 percent of the places 
in secondary vocational schools, the balance being occupied by the 
children of businessmen and gpvemment officials. 

Additional progress for women can be achieved by reducing the 
distortions caused by discrimination in employment, including not only 
laws and regulaticms, but also entrenched sodal attitudes among em- 
ployers. Carefully targeted training in nontraditional skills can help 
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enable women to enter higher-paying occupations if pr o sp ect iv e em- 
ployers are involved in deigning the training and in selecting the 
trainees. 

International Assistance 

An average of 40 percent of multilateral international assistance for 
education in the 1980s was used to support vocational education and 
training. With some notable exceptions, bilateral assistance ^endes 
provide less siq)port for vocational education and training than do 
multilateral organizations. Although this assistance has helped to estab- 
lish mainly public ]neemployment training capacity^ it has reached a 
very smaU share of those seddi^ any fcmn of educi^^ 
will be more effective if ttiey are better coordinated and more closely 
linked to government reform programs that are based on a thorough 
analysis of policies needed to improve the balance between private and 
public training. 

Implications for ttie Wodd Bank 

The World Bank has been the laxgest six^ source of international 
fiitandal support for skills training. Since the early 1980s, findings 
World Bank evahiaticms have led to incrrasbig invertment in national 
institutional capacity and center-based trairiiiig and to s^n^ 
tion in support for diversified and vocational schooling. However, vo- 
cational investments havers been part of a broader strategy to address 
policy issues, especially the rationales for pubUctrpinii^ and the 
agement of private traiiiix^ Substantial iffiprovement in ti^ 
and policy content of investment operation is needed* 

Five actions will improve the quality of World Bank support for skills 
training. 

• Axtalysis of the economic context of trainir^induding labor ma^ 
ket issues, should be improved and used in formulating national 
macroeconomic strategies and designing investment operations. 

• lading far prevocational courses shotildbe^ 

to strengdien quattty and access in academic seccmdary 

• Lending should address tiie policy changes needed to create a 
favorable economic dimate for private training as well as direct 
measures to stimulate and improve training in the private sector. 

• Lending should indiide ii^asuies to improve the responsiveness 
and efficiency of public training. 
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World Bank lending should iec{uire the development of a longer* 
term strategy for the evolution of the governments role in train- 
ing and should encourage broadly bas^ coordination of donor 
support 
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A competent and flexible work force, one Aat can acquire new skills as 
economies change, is a necessary prerequisite for ecoiioBac and soaal 
development Society benefits in theformofhigherproductivity and the 

capacity to adapt to changing economic circumstances and oppo^- 
ti^Individualsbenefitthxoughhigherearningsand enhanced motoiUty 

in seekingbetter employment opportunities. Inthemodem««geM^ 
skilled workers and technicians enhance the efficiency and quality of 

production and maintenance, fadUtate the adaptation and jwe of new 
technologies, and supervise and train workers with lesser skills. In the 
rural andurban informal sectors, tiie acquisition of ddlls can increase 

woricer productivity in self-employmatt and in small enterprises. 
Worliis use a wide range of general and spedfic ridlls. As Urn c^^^ 

plexity and responsibiUties of jobs increase, SP^?^^ manual sWto be- 
come less important than hi^-order conceptual skills and 
knowledge. The content of vocational and technicalcurriculareflecttWs 

continuum. Initial training at the semiskilled level emphasi^MS speafic 
manual skills. In postsccondary technical education, general ttieoretical 
and conceptual content recdves more emphasis and can occuRjrmOTe 
than hatf of the curiicuhmu The levd of g^eral education required tor 
successfiil training also increases witii the levd of skills being taught 
Morebroadhr educated and tiainedworkersarebetterprepared to learn 

new skills as production technologies change, and thus to move up the 
occupational ladder and increase their earnings thnnigMtt a career. 
Mc«t middle-level skills are developed throu^ work experience and 

training during employment, whidi is financed by enteyrises and 
worice^ Employer tainingcanbehighlyeffid«itBut^ 
training,e8peciaUythatinsinanfinns,isre8trictedtoinfc^ 
training in the skills needed for existing production technologies. This 
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is the case for traditional apprenticeship, which provides most of the 
skills used in the very small, unregulated firms of the rural and urban 
ixifonxial sectors in many countries. However, larger finns, and some 
smaller firms as well, train formally and have the expertise and technol- 
ogy needed to develop new skills. Training costs are typically lower than 
those of preem^oyment training in vocational schools and training 
centers, and the econcmiic impact of employer training can be h^i. 
Research in an Indian factory found that employer training increased 
productivity by 7 percent In Mala]rsia employers realize an average 
return of 20 percent on training investments. 

Basic vocational and technical skills are devdq>ed before employ- 
ment in secondary ^n>cational schools, labor training caters, axid 
postsecondary technical education institutions. IMvate vocational 
schools and training centers provide a substantial share of this initial 
training, often at hi^ levels of quality, with the costs paid by trainees. 
There are private technical schools in Bangladesh, Honduras, and Thai- 
land, for example, that are much in favm: widi employers and whose 
graduates easily find jobs. At the same time publidy financed and 
provided preemployment training, although not the major source of 
middle-level skills in most countries, is an important part the national 
training system. In addition governments train their own employees in 
ministerial or sectoral training organizations and also support or deliver 
a variety of specialized training programs to help the unemployed find 
jobs and to improve prodtictivity and earnings in rural and urban 
self'employment 

Central issues in fonnulating the objectives and strategies of training 
policy are when and whtf governments shoiild finance or provide training 
in vocational and technical skills, given the potential scale and efficiency 
of training by emplojrers and private training institutitms. Hiere is no 
blanket rationale for public financing and provision entraining. Rather, 
public resources will be used most efficiently when training pdides are 
designed to overcome, or to compensate for, factors that constrain 
training in the private sector. These factors include distorted incentives 
for investment in training by individuals and firms, weak training 
capacity in the private sector, and the presence of extonnal sodalboiefits 
from training not captured by woricers or employers. Governments may 
also subsidize sdected training programs for equity reasons. 

These factors require a continuing role for governments to ensure the 
provision of an adequate amount and quality of training. But this should 
be an evolving role, one that seeks to reduce limitations on private sector 
training. This is a long-tenn process that requires polices that compen- 
sate for the constraints on the private sector. 
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Thus inmost count iesgovenunentswm continue to providetrai^ 
even though much expaiBion can occur in the private sector. But pi*^^ 
training must be both ^fective and effident, and this wiU requiiv to 
proved respOTSiveness to market forces. Baqjerie^Tce shows that public 
Gaining can be effective and efficient where economic growth has been 
sustained and where training is responsive to employment opportuni- 
ties. Rw example, social rates of return to preemployment training or 
vocational schooling in Brazil Botswana, the Republic of Korea, and 
Thailand have been high— from 12 to 25 percent Decentralized job 
training programs have fadlitated economic adjustment in Chile and 
Mexico. In India and Malawi programs that combine technical Mid 
business training with access to credit have enabled carefully selected 
adults to start small bu^e^es. 

But slow growth in wage employment and unresponsive trai^JJ 
systems have often combined to proauce unsatisfactory results for 
much public preemployment vocational schooling and training. For 
example, in Bangladesh, Cameroon, and Togo less than half of voca- 
tional secondary school graduates find wage employment in ttieir trade, 
and social returns to such schooling are very low. In Bangladesh social 
returns have been negative, because of an overeupply of graduates, 
inadequate financing, and low student motivation for training and for 
sidlled occupations. ^ u 

This paper proposes policies that can help governments make the 
transition to a more dynamic and efficient use of public resources to 
ensure that the skills needed to meet the chaUenges of economic change 

SL-e developed and that equity objectives for the poor and the sooaUy 
disadvantaged are effectivdy addressed. Progress can be made by. 

• strengthening primary and secondary education 

• Encouraging fnivate sector trairting 

• ImiHovmg die effectiveness and efficiency of public training 

• Usingtrainingasacomplementaryinputinpsogramsdesignedto 
improve the incomes of the poor and socially disadvantaged. 

These policies have important implications for international assis- 
tance. EffKtive support ftom the WorW Bank wiU require substantial 
improvement in the analytical basis of investment opaations and 
heightened attention to broad policy issues. 
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In an era of econ(»nic adjustment and change, development is inci^is- 
ingly a matter of managing the economy under ccmditions of imcei> 
tainty. Market signals and mechanisms and economic management 
through incentives are (^trally important in allocating economic re- 
sources. In most countries^ this market-based approach to development 
must be managed in conjunction with severe constraints on public 
resources. As a result, institutions face pressure to increase their flexi- 
bility in responding to economic change. These pressiufes £all heavily on 
the private and public institutions that develop the skills needed to 
facilitate change and growth. As economies change, so too must voca- 
tional and technical education and training. Positivt. public policies are 
needed to encourage these changes. 

Uncertainties in the Demand for Skills 

Three macroeconomic factors are increasing the uncertainty among 
employers and training planners regarding patterns of employment and 
the skills needed in sodety: demographic trends, policy changes that 
open economies to international trade and competition, and technolog- 
iod change. Successful population and economic policies are raising the 
prospect in some countries of labor shortages and ri^g wages, increas- 
ing the pressure on employers to acquire new production technologies 
to offset rising labor costs. More often population growth has outpaced 
economic expansion, resulting in high levels of open unemployment and 
low-productivity underemployment that pose significant social and 
economic ivd>Ians. 

Wh^ opportunities for wage jobs are scarce, self-employment in the 
rural and tuban informal sectors is an important source of earnings. In 
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Aa^ and Latin Amoica a quarter of all workers are found in nonagri- 
cultural self^ployxnent; in xnany countries of Sub-Saharan AMca th^ 
usban informal sector of very small, unregulated enterprises acooimts 
for as much as 60 percent of urban empk^ment Typically, more than 
half of this employment is uripaid work in foinily enterprises and in ^uiy 
entry, low-skilled self-«mployment Small, unregulated enterprises in 
the urban informal sector, however, often provide more productive, 
skill-intensive production, repair, and construction services. 

Movement away from policies that protect domestic industries to- 
ward outwardly oriented trade policies is now well established in many 
developing countries. These polkies shift the structure of production 
from goods and services prirnarily sdd domsstically to those that can 
find international markets. The need to compete increases pres^ues for 
efficiency and quality in production, and rapid changes in international 
trade relations can lead to rapid decline and growth in difiierent indus- 
tries. When countries are h^vily in debt, these economic adjustment 
policies are oftoi accompanied by reductions in public employment, 
especially where in^dency is hi^ in public arui parastatal organiza- 
tions. In the short term these changes can produce om^erable disloca- 
tion of workers across industries and sectt^s of the economy and 
significarit chaxiges in the patteriis of skills required. Successful aid just- 
ment can cause eco n o m ic expansion to resume and employment chances 
to improve, but the process is often slow and imperfect, and en^>loymen t 
problems can persist. 

Theintroduction of new production technologies has mixed effects on 
employment and skill needs. Information-based technologies, such as 
numeiicaUy controlled machine tools, robots, and computers can reduce 
the demand for workers skilled in traditional trades, while creating 
demand for relatively fewer workers with higher levels of skill When 
economies are growing, the jobs lost can be balarused by opportunities 
created in other sectors and industries. But the workers dislocated by 
technological change must be retrained for these new jobs. Many of these 
jobs require a higher level of cognitive and theoretical knowledge, and 
retraining can be difficult if workers lack the educational fotmdation 
needed f6r training to be efiiective. 

Banieti to EfBdent Response 

The capacity of empk^ers, private training organizations, and public 
education and training systems to respond to changing needs in uncer- 
tain economic enviroitments is often limited. 
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Employer training 

The effect of employer training on productivity and equity can be limited 
by four factors. I%st government intervention in labor markets can 
reduce the incentives to woilceis and employers to invest in skills 
devdopment This reduces the amount and quality olprivately financed 
training, which increases the need for public financing to meet skills 
needs. Second^ where management capacity is weak^ training capacity 
is usually even weaker. This is a significant constraint on training by 
small firms. In developing countries more than a third of enjoyment 
is in firms of less than 100 employees; in smaller countries this propor- 
tion rises to 60 to 80 percent. In addition small firms rely heavily on 
external training for new skills and thus are hostages to die often-low 
quality of public and private training institutions. Third, even large 
employers axe rductant to invest in higher technical education, partly 
because of the cost of bng programs and partly because the more general 
and transferable nature of higher technical skills increases the risk of 
losing both the employee and the training investment Fourth, the ben- 
efits of employer training to the disadvantage are reduced by the 
tendency to hire and provide the most training for the best-educated 
employees. These are less likely* to be poor or to be members of socially 
disadvantaged groups, who have less access to primary and secondary 
education. 

Traditional apprenticeship in the unregulated enterprises of the rural 
and urban informal sectors is a highly efficient way to r^roduce the 
skills of masters. However, it is weak in developing new skills, and 
access is often restricted by the availability of apprenticeship places and 
by social barriers that prevent women or minorities from entering certain 
trades. 

Private training 

If allowed to compete fieely, profit-making schools and centers and 
nongpvemmental voluntary agendes can meet an important share of 
skills needs without public financing. However, private training is often 
too ti^tly regulated. Ceilings on tuition constrain income, which pre- 
vents entry into occupational areas with high equipment and instructor 
costs. Regulations requiring private vocational schools to follow the 
public cuniculum redtxce fle)dbility. The net effect of tight regulation is 
to reduce the amount of training provided, especially in the more 
technical occupations witii high training costs. 
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Public tmMng 

Most publidy financed or provided training occuts before employment 
Responsiveness and efficiency have been hampered by rigid planning 
and management, weak linkages to employere, inappropriate objectives, 
and inadequate financing. Thee constraints are especially binding when 
institutions are called upon to provide rapid retraining for dislocated 
workers. 

Rigid planning and management. Planning for skills supply is often 
driven by manpower requirements forecasts that do not take market 
forces into account and thus yield inaccurate predictions of skiUs needs 
(Box 1). At the same time, piiblic institutions are ^lidded firom private 
competition^ and accountability for employment outcomes is weak. And 
when public Institutions try to enter training markets, they are often 
discouraged by regulations that restrict their ability to retain earned 
income, which reduces incentives for entrepreneurial activities. Cen- 
trally determined and rigkily administered curricula prevent institu- 
tions from respondii^ to locally id^tified training needs and from 
reducing the length of training to lower costs. 



Boxl. Weaknesses of Mai^Nnver Requirements Foicca^ 

In occupations in which donand is mainly determined by demogra]Mc 
factors and public employinent policy — such as healtti technicians and 
agricultural extension woikers — it is possible to estinuite the vcrfume of 
training needs in the medium term. But skills projections that are based on 
estimates of future giowtiii in inost subsectois of theeconoiny have proved 
inaccurate. There are for four reasons for this. Rret, in open economies 
skills needs are based on projections of output, a difficult tadi in uncertain 
conditions. In command economies they are based on growth tar- 
gets,whidi are often inaccurate. Second, tiie model assumes that only a 
given combination of skill levels will generate die target output ftnd thus 
that employers will replicate this combination. In fact employers are 
sensitive to the price of labor with different skills and will reorganize 
production to reduce tiie skills content if it lowers production costs. Third, 
models assume that a specified type and level of education is iraeded fos 
a particular job. In reality individuals with diffioent leveb and types of 
education ami training perform the same jobs at varying levels of produc- 
tivity. Hnally, there has often been an uncritical assun^rtion that public 
training should meet projected skill gaps, re^rdless of cost and the 
existence of alternative, often private, options for acquiring skills. 
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WISAK LINKS TO EMPLOYERS. In the modern sector, public training insti- 
tutions have few incentives to establish woridng relations with employ- 
ers. Employers fiiklHttki^ason to cooperate widivocaticr^schooisaz^ 
training centers ttiat are unable to respond to their needs with good 
quality services. Although die sldlls imparted by modem sector insdtu- 
tions can be broadly useful in rural and informal sector self-employment, 
the curricula are weak in preparing individuals for the market and 
product opportunities of nonwage employment Successftal entry into 
self-employment and the establishment of small businesses require 
much more than vocational skills; access to capital and markets and 
business management competence are also needed. But training can be 
useful if it is based on knovdedge of local market condttions wd skill 
requirements. Managers and instructors in institutions that train for 
wage emplo3rment oBten lack this informatiorv however, and the training 
provided is poorly linked to the realities of self -employment 

INAFFROPIUATE OBJECTIVES. Postprimary technical education and train- 
ing has often simpty been expanded beyond the capacity of the economy 
to provide jobs in efforts to achieve inappropriate objectives (Box 2). 
Much of this expansion has been directed at problems of large-scale 
youth tmemploymsit Under conditions of excess labor suppty, how- 
ever, vocational skills confer litde advantage on new entrants to the labor 
market Most entry-level jobs require few specific skills, and, when they 
do, employers very often prefer to hire and train broadly and generally 
educated workeis, who often have lower wage expectations. 

Expandirg vocational training to create a reserve of skilled workers 
to attract new investment l*i an unnecessarily risky investment for gov- 
munents. Most of die vocational skills needed to operate a new enter- 
prise can be developed quickly and more efficiently after the investment 
plans are complete and the required skills are identified. The exceptions 
are higher technical skillsbecauseof the longer traiaingperiod recpiired. 
The creation of complex sets of training agencies and institutions that 
often provide the same services has been an unfortunate legacy of 
successhre expan^on phases in several countries. Coordination is diffi- 
cult given lack of institutioiud accountability ^nsolidation to improve 
efficiency is even more challenging. 

Expansion of public support for vocational sdiooling has also been 
justified on sodal grounds. One objective has been to change the aspira- 
tions of youth for higher education and white<ollar employment 
Where skilled jobs can be found, this policy can be effective; Thailaxtd is 
currently a case in point Butthepolicy is costly and ui^productive when 
youth cannot find jobs that use their skills. Agricultural secondary 
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Box 2. Labor Market Imbalances 

Finding wage employment is difficult in countries where the modem 
sector of the ecoxttmiy is smaU ami g^»wing slowly, abating few new 
relative to the numbexs of young people entering the labor market with 
postprimary education or training. As shown in Table B-l, the number of 
educated labor market entrants can exceed the number of jobs created by 
awidemargin. In larger or expandii^economies^abetterbalanoebetween 
education and employment has been achieved. 

Table B-2. Educated and Trained Labor Force Entrmis and Jobs 
Created in Selected Countries, 1988 

Ratio i^oiucattd 

Country enfnmte to fofes created 



Niger 

SriLanka * 

Hungary * 
Ccdombia 

Togo 12:1 

Meidco 12:1 

2mbabwe 12:1 

Benin 11:1 

Chile 5:1 

Turkey 3:1 

Thailand 2:1 



a. Net reduction in %vage en^loyment 

Source Middleton, Zidcnnan, a«i Adams (forthcoming). 



schools intended to keep youth in rural areas have been unsuccessful in 
the face of limited pos^bilities to enter into profitable fanning and the 
pull of higher wage prospects in tl. e modem and urban informal sectors. 
A second social objective of investments in vocational schooling has 
been to provide an "appropriate" fbnn of education for academkaUy 
less able students. But where secondary schools enroll only a fraction of 
the age cohort, all students admitted to any form of secondary education 
are academically capable. This is the case in most developing countries. 
In 1986 secondary enrollments in Africa, Asia, die Middle East and 
North Africa, and Latin America were 23, 40, 48, and S2 percent, respec- 
tively, of the relevant age cohort Academically able students tracked to 
vocational schools see occupational training as a second-best choice. 
Their motivation to learn is often bw, and their willingness to take up 
the trade for which they have been trained is lowtf stiU. 
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Inadequate FiNANONa Ck>veniments have had difficulty meeting 
costs of vocational education and training, which can be two to three 
times hi^er than those of academic education because of small dasses; 
the high costs of facilities, equipment, and instructional materials; and 
the need to pay hig^ salaries for oompetait instnictois. When these 
costs are not met, training outccnnes are inadequate and the employabil- 
ity of graduates reduced. In Peruvian cities poorly financed vocational 
secondary education contributes less to worker earnings than general 
secondary educatfon. The resources needed to improve flexibility in 
responding to economic change cannot be found, particularly in coun- 
tries where economic conditions restrain public budgets. A vicious cycle 
is established, especially vfhsse systems have been overiy expanded. 
Graduates have difificutty finding skilled ^plo3anent and fallir^ train- 
ing quality makes the search even more tenuous as employers lose 
confidence in the training system. 

To overcome these constraints, govenunents need to have an explicit 
strategy for skills development Such a strategy will usually include 
several elements: strengthening primary and secondary education, en- 
couraging private sector training, and improving the elKiectiveness and 
efficiency of public training. 
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Strengthening general education at the primary and secondary levels is 
the fint priority for public policies to improve the productivity and 
flexibility of the work force. In addition to generating broad benefits to 
society, general education directly increases worker mobility and pro- 
ductivity and increases the access of the poor and socially disadvantaged 
groups to training and wage employment In Peru, for example, workers 
with a complete secondary school education have a 50 peivent greater 
chance of receiving in-service training than those with primary educa< 
tion alone. The 1990 World Bank policy paper on primary education 
summarizes the evidence on the contribution of education to develop- 
ment and emphasizes the importance of primary education as the foun- 
dation upon which further education and training can build. Training 
in specific skills is more effective when trainees have strong literacy, 
numeracy, and problem-solving skills. Primary and lower secondary 
education provide this foundation for many traditional crafts and trades. 
Primary education also helps improve the productivity and incomes of 
the poor in rural areas. 

Especially in modem sector manufacturing and services, in which the 
conceptual content of jobs is already high and increasing further, the 
skills gained through good quality academic secondary education are 
important, not only to immediate productivity, but also to the ability to 
learn new skills throughout a career. Secondary education also improves 
the productivity of the self-employed. In Ibadan, Nigeria, 70 percent of 
the proprietors of urban informal sector firms engaged in radio and 
television repair have some secondary education, but only 17 percent of 
those engaged in soap making have any. Possession of a secondaiy 
certificate has also been shown to improve the chances of women 
obtaining wage employment. 
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In many nations educators have sought to improve the contribution 
of secondaiy education to the employability of graduates by replacing 
some of Ae academic program with prevocational courses oriented 
toward specific occupations to create "diversified" curricula. (Not in- 
cluded in this category are practical subjects ofiiered tor educational 
purposes without Ae expectation that they will improve a student's 
chances of getting a skilled job.) These courses typically occupy 20 
percent or less of studoit course-work; often as litfle as ^ hours of 
vocational instruction is offered in a school week. Although it was 
heavily supported by the World Bank and other assistance agencies in 
the 197D5, thb weak form of vocational schooling has had generally 
disappointing outcomes. Diversified schools have a higptier cost per 
student but Siey are not more efiiective than academic seccmdary edu- 
cation in enabling graduates to find wage jobs or woiic in the informal 
sector. There are three reasons for this. First, only low levels of vocational 
skills are developed, and they are acquired at the expense of the more 
general communication, science, and mathematics skills that employers 
value. Second, diversified programs do not materially afiiect the choices 
students make after they leave school Stxidents ran continui; on to 
higher education, and their aspirations remain in tiiat direction. HnaUy, 
most countries have been unable to afford the competent teachers, 
equipment, and instructional materials needed to deliver the courses at 
an acceptable level of quality. Poor quality, in turn, confirms the suspi- 
cions of parents and students regarding tiie second-class status of pre- 
vocatioxial courses and sHIled employment 

The additional resources tised for diversified curricula are better 
invested in improving leandng achievement in, or access to, academic 
secondary education. If the quality is good, academic secondary educa- 
tion can contribute substantially to individual productivity and the 
ability to benefit from further tr^ning by develofring students' capacity 
to learn, to solve conceptual problems, and to communicate. Improving 
the quality of secondary education is an enormous challenge to most 
developing countries, and meeting this challenge would make a signif- 
icant contribution to economic and social development Improving stu- 
dent achievement in mathematics and science is especially important to 
their understanding modem technologies and production processes. 

There is increasing interest in "technology^ education, which seeks to 
develop a more general understanding of applied science and mathe- 
matics in the context of technology and production, instead of develop- 
ing occupationally specific skills. These courses do not reqiiire 
investment in the cosUy workshops and equipment that training pro- 
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grains need to replicate the work environment Although technology 
education programs are coo recent to have been evaluated, experimen- 
tation may be warranted. A significant constraint on large-scale imple- 
mentation would be the need for extensive teacher training. 



Encouraging Private Sector Training 



Private sector tiaixUng can be expanded and improved by creating a 
favorable policy environment To achieve this, governments can reduce 
distortions in incentives and establish compensatory pubUc policies for 
subsidizing or providing training to ease the transition and to serve as 

second-best policies when incentives cannot be improved. Positive pol- 
icies to stimulate and develop employer training and to reduce the 
regulation of private training institutions can accelerate the response of 
the private sector to a changing policy environment 

Ciealing a Favorable Policy Environment 

Good information on employment and wages is a prerequisitefor the 
efficient functioning of labor markets and socially efficient investment 
in training. For example, scarce skills will command higher wages, 
creating incentives to individuals to invest in acquiring these skills. 
However, govemnwnts pursue social and economic goals dirough pol- 
icy interventions that affect employment and relative wages, and thus 
distort the signals to individuals, employers, and trainers about the 
amount and type of training that sodety needs. 

Distortions take a variety of forms. Polides that guarantee public 
employment artificially increase the demand for the formal education 
and training qualifications that are required for entry to public sector 
jobs. Excessive sodal security charges on wages raise the costs of labor 

generally, reducing both employment and training. Government inter- 
vention in setting wages can result in artificial prices for diffierent skills 
that do not necessarily reflect their value in production. Policies that 
compress the di&rences in wages for workers with different levels of 
skill wiUieduceincentives to acquire skills. High minimum wages make 
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employexs less willing to offer the entiy4evid training that would be 
otherwise provided if appropriately lower ''tndning wages'* could be 
paid, enablingmplo3rers to shift ttieost of training ill transferableddlls 
onto trainees. These policies shift individual demand for general skills 
trainir^ from employer-provided training to preemployniKit trainiitg, 
iisually at pubUc expense. In many coimtriesw^ikmecfaaiiisms for labor 
placement and inadequate labor market information systems compound 
the negative efiieds of policy distortions on the demand for training. 

Distortions are greater in inward-focused economies than in export- 
oriented ones^ becat:^ governments often intervene in labor and capital 
markets to protect domestic producers from external competition. These 
policies usually favor capital-intensive development, which has slowed 
overall employment growth in the modem sector and often has reduced 
the demand for certain middle-levelskills. In such cases themajor source 
of employment growth is provided by the informal sector. Rreemploy- 
ment skills training oriented to the needs of the modem sector is often 
not appropriate for informal sector jobs, with the result tfiat training 
efficiency/ as reflected in training-rdated employment, is low. 

Reducing distortions in incentives 

An appropriate modification of the policies diat create these distortions 
would improve the accuracy of ^gjiab of skill needs, increase private 
investment in training, and thus increase the efficiency of a nation's 
overall training eHbrt However, the efiiect of economic and social poli- 
cies on signals and incentives to train is complex and not always well 
understood. Better integration of economic and human resources policy 
analysis is needed if pUumers are to understand how the wider costs and 
benefits of macroeconomic and social policies intpinge on training mar- 
kets. The correction of policy-induced market imperfections may prove, 
on balance, to be socially tmdesirable or politically imacceptable. In such 
cases, integration enables planners to design training pdides to ofiiset 
distorted signals and incentives. 

Designing public training policies 

Market imperfections represent one of four reasons for public interven- 
tion in training. The other reasons include capturing external benefits, 
of&etting weak private training capacity, and improving equity (Table 1). 

Cc»ffENSATiNG FOR MARKET DISTORTIONS. Training subsidies may be 
required to compensate for distortions in market si^tals and incentives. 
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Table L E£fidency iUtimudes for PnbUc Tniniiig Policy 



RcQSOft for stotc ifitenxntiott 


Finance 
troinint 


Pfxwtdi 
tfiiinin^ 




Compkmeniarypolides^ 


Mfiricet imperfiections 


A 


N 


P 


Dad wifii SOURS of market 
imperfections 


External benefits of traixiing 


P 


N 






Weak private training 
capacity 


N 


A/P 


P 


Btiild private training 
capacity 


Equity 


A 


N 


P 


Reduce subsidies to 
trainee peer groups; 
introduce s^ctive 
scholarships 



Note. P » prefened policy appioadv A s acceptable (next-best) approach, N » not 
justified. 



a. Policies may not be feasible. 

For example, if governments wish to avoid the disincentive effects of 
minimum wage legislation and repeal of this legislation is not feasible, 
some legislative compromise^ such as exempting trainee wages from the 
minimum^ may be possible. In the absence of such arrangements, subsi- 
dizing apprenticeship wages is a second-best measure. Sodal policy 
^voring narrow differences between the wages of skilled and unsikUled 
workers reduces individual incentives to acquire skills. In this situation 
building new schoc^ and training capacity will only waste resource, 
unless subsidies reduce the private cost of training and increase the net 
benefits of skills development to individuals and enterprises. If employ- 
ment in the modem sector is not growing becatise of distortions in ^ctor 
prices that encourage capital-intensive develcqmient, the placement of 
graduates will suffer, potential trainees will have less incentive to enroll, 
and the capadty of the training system will be underused. Consolidating 
training capacity would be warranted under these conditions, along 
with emphasis on training for the informal sector. 

Individuals have difficulty borrowing in commercial financial mar- 
kets to finance training because human capital is rarely accepted as 
colIateraL The comparativeiy high levels of uncertainty associated with 
the returns to invesfmeitt in training further reduce Uie bankability of 
skills development The longer the training, the greater the cost and the 
higher die risk. These factors can lead individuals to underinvest in 
training. Individual training loans address the problem of imperfect 
capital nuurkets, but they do little to reduce the risk factor and can be 
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difficult to administer. Other compensatory policies, such as subsidizing 
training costs, may thus be needed. 

CAFTURING EXIERNAL BENBFTIS. Individuals and employers invest in 
training because they expect higher earnings, productivity, or profits; 
they will not capture, and therefore do not tsdce account of, any external 
benefits that may acoiiefiromabetter trained workforce, sudi as amore 
flexible and competitive economy that can respond to new economic 
opportunities. Thus, from society's point of view, individuals and em- 
ployers may not invest in enough training. The externality case is par- 
ticularly persuasive for retraining dislocated workers. Sodety captures 
the largest share of the benefits of a more efficient economy, and subsi- 
dization of programs to ofibet the costs of labor mobility to workers is 
fully justified. 

However, the relative importance of external benefits is typically 
lower for preempfoyment training than for general education. Thus in 
most cases external benefits alone can justify only a very partial public 
subsidy of training to ensure an adequate supply of skills. On externality 
gnnmds, public subsidy of preemployment training is most appropriate 
for bxx)ader skills that increase worker flexibility and for skills that 
support specific public investment strategies, such as e>q>ansion of a 
particular industry. These conditions are most applicable for higher 
technical education, which incorporates a relatively greater an ount of 
conceptual and theoretical content that improves worker flexarflity. 

Offseiting WEAK PRIVATE TRAINING CAPAOTY. Although market imper- 
fections and external benefits can justify public financial support of 
training, they do not establish a rationale for govenunent to fnvide the 
training. Government provision may be economically justified, how- 
ever^ where the training capacity of private enterprise is weak and where 
private training institutions are imderdeveloped. This argument weak- 
ens as private and enterprise training capacity develops. When the 
public sector provides training, it should also attempt to build and 
strengthen employer and private training capacity. 

IMPROVING EQUITY. Public subsidization of training on equity grounds 
for the poor, women, and minorities may be justified when carefully 
targeted to ensure that only those in need benefit However, blanket 
subsidization or public provision of preemptoyment vocatfonal school- 
ing or training on the grounds that these programs generally serve the 

poor or underprivite^ is likely to be both wasteful and inefBdent 
Where access to secondary education is low generally,alarge proportion 
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of the students in vocational programs are not poor. The issue in vcKa- 
tional education is then reaUy one of parity with students receiving 
subsidized academic secondary education. The preferred policy is to 
reduce subsidies to boA relativety privileged groups, but, if this is not 
possible, subsidies equivalent to Uiose provided to academic secondary 
education may be required for vocational programs. 

Respond^ to varying economic contexts 

The economic environments in which training policies are developed 
vary widdy, and this will require different patterns of transitional 
compensatory policies in diffierent countries. The skiU needs and incen- 
tives necessary for private investment in training in outwardly oriented 
industrializing coimtries, for example, will be difiierent than those of 
largely agricultural societies, those with small modem sectors, and those 
witii high levels of domestic protection. In industrializing countries 
technological change and the need to respond to international competi- 
tion increase the need for hi^ier technical skills, market incentives for 
private and emplo3rer investment in training are more effident, and thus 
private sector training can be more rapidly and effectively expanded. In 
the other cases modem sector employment is limited, a diverse set of 
training activities is needed for rural and informal sector employment, 
and employer and private training cs^>acity is likely to be weak. Govern- 
ments must take an active role through compensator)' financing and 
provision of training but the range (tf training needs and die small scale 
of operation will require high levels of flexibility in policy implementa- 
tion and gieat efficiency, given resource constraints and pressing needs 
to invest in basic education. 

As development proceeds, governments will need to modify training 
policies. As economic policies change, patterns of incentives for private 
training wiU dumge as welL Economic growth will shift the patteriis of 
skills needed in the eccmomy. Private sector training capability will 
improve. This dynamic context for public training policy reinforces the 
needforahighlevelofintegrationbetweeneconomicandtrainingpolicy 
and planning processes to enable training to adjust to changing eco- 
nomic environments. 

Strengthening Employer Truning 

There is a strong case for the cost-effectiveness of employer training in 
the modem sector, whether public or private. The match between skills 
demand and training supply is readity made. Hrms play a central role 
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Box3w Txainlng Subsidies in Singapoxe 

With a low rate of population growth and rapid industrial expansion, 
Singapore devek^>ed a strategy to improve productivity by raising the 
level of technology in pnxiuction, reducing low-paid unskilled jobs, and 
upgrading the sUUs of ^ work force. A govenunent program to reim- 
burse oon^xany trainii^ eiqienses, admini^ered by the Economic Devel> 
opment Board, is a main component of the strategy. 

The Skills Development Fund was established with a levy on the wages 
of unskilled worken to tqigrade the work force throu^ training grants to 
enterprises. The training grant scheme has been successful by most mea- 

sures. By 1^ die fuitti had awarded grants to 23,000 ai^licants. Training 
reached 240^ workers, or 21 percent of the labor force. The earliest 
impact was found mostly in laxfga firms, but aggressive efforts to make 
small firms aware of extmial training oomses and to provide support for 
industry associations has incr^sed its impact on smallo- <inro (Table B^). 

The steady growth in the use of the iund can in part attributed to an 
incremental strategy of implementation. In the first two years, efforts were 

focused on creating awaroiess of the fund amcmg en^toyers, widi ad hoc 
reimbtusement of approved courses. In the second stage, priority was 
given to in-plant trahiing, and reimbursemsit increased to 90 percent of 
costs as an additional incentive. The tfUrd stage encouraged the develop- 
ment of corporate training plans by paying grants in advance of expenses, 
thus reducing interest costs to firms. In the current stage, the focus is on 
smaller enterprises and training quality. 

Source Eng Fong and Salome (1987) and Skills Devetopment Fund (1989). 



Table B-3. Pkofile of Soocesafnl Appikanis to the Singapore SkiUs 
Development Ftmd, Hscal If^ and 19^ 



Fiscal 1986 



Fiscal 198S 



Number of 
employees 



Ntmberof 

firm that Percentage that 
applied receioed grants 




I- 10 

II- 49 
50-99 

100-199 
200-499 
5004- 



50/405 2.2 

9,862 22.8 

1,183 66.4 

603 87.0 

367 99.7 

217 100.0 



60336 
1037 



1,319 
616 
358 
224 



8.0 
53.0 
100.0 
100.O 
100.0 
100.0 
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in in-service training. Because most technological innovation enters 
developing countries through enterprises, the equifmient and technical 
information needed to develop new skills is often found in Bixns. Infor- 
mal learning on the job is central to onployer training. A continuous 
ptocesa, it can be stimulated and intensified where empfoyers recognize 
and reward improved prodtxctivitjr. But informal I^uxdng is often insuf- 
ficient; and employers supplement it by training workers on entry 
through formal on-die-job training, organized instructional programs 
provided by the firm or purchased fiiom external training providers, and 
regulated apprenticeship. 

Information about opportunities and prc^^ams for training in human 
resource management can help expand and improve the quality of 
training provided by private employers. Public subsidies fen- private 
employer training are liicely to be most efficient when they are based on 
a dear economic justification. Market distortions may justify subsidized 
trainee wages or grants to offiset training costs. Partial suteidies may also 
be justified where the general skills compcment of trainii^ is high, which 
raises the risk of lost employer investment; such subsidies may in fact be 
most needed in highly competitive labor markets. When the tsaining 
Gcpertise of employers is wekk, suteidies combined with information on 
training opportunities and technical assistance can stimulate training, as 
happened in Singapore (Box 3). 

However, some larger firms may merely repackage their existing 
training programs to qualify for subsidies, with no net increase in 
provision or training quaUty. Protection against repackaging requires 
administrative control and monitoring, which may be costly where 
training is spread across many firms. If the procedures Are too cumber- 
some, many firms will not paitidpate. Tax exempti(»is primarily benefit 
large enteiprises in the more dynamic parts of the economy and may 
represent a windfall gain to the firm and a ne^ilera expense for the 
government 

Reimbursement for training at external training institutes can be more 
easily monitcned and permits smaller firms to take advantage of scale 
economies in training costs. In general the effectiveness of training 
subsidies can be improved by targeting them on new and improved 
training in designated occupations and by making eligibility criteria 
flexible so that it is easy f6r firms to qualify programs of varying 
duration. This is especially important where sub^dies are financed irom 
payroll levies in order to enable fini» of different sizes to obtain benefits 
in return for their levy contribution. 

Subsidization of private employer training should be a transitional 
policy. As the training capadty of employers develops and market 
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distortions ease, finns shouW be expected to fiiumce their 
Enterprise associations have been successful in establishing training 
operations in many countries and have been e^>edaUy hdpful in en- 
abling smaU firms to adiieve scale economies thrtiu^ cooperative train- 
ing. Governments can hdp to establish these associations and training 

operations by offering technical assistance and start-up grants. 
Improving Traditional Apprenticeship 

Historically, in many parts of the world small enterprises sold training 
well as products. Apprentices paid masters a fee, in cash or in labor, 
in return for instruction in a trade. VVhai demand for ttieir product was 

low, masters made training a major activity. The tradition continues in 
North and West Africa and to a lesser extent in Latin America. Through 

apprenticeship individuals can acquire the broad range of practical and 
business skills necessary for self^ploymentRisinglevels of education 

among informal sector workers are contributing to improved prtxiuc- 
tivity. Untouched by minimum wage legislation and labor codes, ap- 
prentices finance their own training, a fact that is gaining significance in 

an era of limited public resources. 

Traditional apprenticesh^ can have a positive effect on employment 
and earning, and poor and rural individuals can benefit However, 
masters mostly pass on their skills and knowledge to apprentices; they 
Rkrely create new knowledge. The absence of any formal instruction 
favors acquisition of practical skills vital to production, sales, and man- 
agementbutlimitstheoreiicalunderstanding. Apprenticesleamenough 
for commercial survival but not enough to improve productivity signif- 
icandy. The effect of apprenticeships on the economy is limited by the 
number of masters willing to take on apprentices and by the niunber of 
apprentices that masters are able to absorb effectively. Social customs 
can restrict access of women and minorities to certain, often more 
profitable, trades. 

Great caution should be exerdsed in considering interventions into 
the traditional apprenticeship system. Left akme, the system meets the 
overwhelming share of training needs in the informal sector of many 
countries, at no cost to the govenunent Rising levels of education 
suggest that governments can improve tiie theoretical knowledge of 
masters and apprentkssthrw^ correspondence courses or perfwps by 
evenirigor weekend dassesin publictraininginstitutes* Technical infor- 
mation services and vocational textbooks are further options. But these 
interventions must not upset the traditional master-apprentice relation- 
ship that is central to the effectiveness of the system. 
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Reducing the Regulation of Private Training 

Governments often overlook private training when they assess training 
capacity. In many countries, however, private scho(^ and training 
centers— operated either as nonprofit otganizations or as for-profit firms 
("proprietary^ training) — provide a large share of skill formation, often 



Box 4, Private Training Markets in Zimbabwe 

With more than a million workers in wage employment Zimbabwe has 
one of the largest markets for modem sector skiUs tiainii^ in Suh> 
Saharan Africa. Growth in the sector has been constrained by macroeco- 
nomic factors, and employment growth has been slow, thus reducing the 
efficiency of public training Onfy 1,000 apprentices could be placed hi 
1986out of thellCOQOthatap^ied. It hasbeoidlfficulttopay the salaries 
needed to retain qualified instructore in techxiical colleges and the poly- 
technic. A rebate scheme operated by the Zimbabwe Manpower Devel- 
opment Fund (ZIMDEF) to encourage training by employers has yet to 
function smoothly. In 1987 only 77 firms recdved rebates, covering the 
training of 640 employees. 

At the same time a vibrant {nivate trainii^ maiket has developed, 
driven by the increasingly high levelsof general education and traditions 
of self-improvement through education ami training. Conespondenoe 
colleges enroll approximately 200,000 persons, several thousand of 
whom are enrolled in technical fields, such as electronic engineerii^g, and 
even more in commercial and banking tTelds, stimulated by reimburse- 
ment of fees to individuals by ZIMDEF and by employers. In addition 
more than 40 private colleges offer general commercial, and some tech- 
nical courses during the day aixl in the evening, which enroll several 
thousand working students willing to pay for their instruction. The 
colleges have also ventured into the in-service upgrading market and 
successfully ofiier intensive courses in specific busiiiessskillstoQiore than 

1,000 persons empbyed in 350 firms. A range of private firms have 
entered the management training market, including training consulting 
and management firms, international accounting companies, and enter- 
prises with excess training capacity. 

The government polytechnic has also entered the private market and 
provides technical and engineering courses in the evenings for a fee. 
Enrolfing 600 to TOO students at a time, these courses generate revenues 
sxifiident to pay high salaries for well-qualified, part-time instructors and 
to earn a profit of 20 parent 

Source King (1990). 
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in dynamic skill markets, such as in Zimbabwe (Box 4). Most private 
vocational schools, colleges, and training cent^ in developing coun- 
tries ofier courses in commercial and business occupations, for which 
capital costs are comparatively low and instructors are relatively 
plentiful 

Private training has much to recommend it The use of private training 
capacity can often be improved simply by taking private provision into 
account in planning for skills supply. Freedom from dvil service salary 
regulations and ministry of education curriculimi control gives private 
institutions more flexibility to respond to changing demands for skJIs. 
Where information about costs and training outcomes is available to 
consumers, private institutions are held accountable for price and qual- 
ity in the market place. In practice, cr isumers often find it difficult to 
assess the quality of private training relative to its price, with the result 
that the quality of private training vari» con^erably. Some of it is 
undoubtedly low, ^tii problems of deceptive advertising and eqiloita- 
tion. But many private techitical schools, both proprietary and operated 
by churches or nongovernmental oi^ganizations ^GOs), produce supe- 
rior students who are sought after by employers. 

Private schools flourish when labor maikets reward private spending 
on training and when schools are free to operate wifii minimal regula- 
tion. Good private schools increase the exposure of public institutions 
to competitive forces, p/ovidii^ a stimulus for inqnoved efficiency and 
quality. But private institutions are often subject to strict government 
regulations, the most onerous of which is the control of prices. Ceilings 
on tuition fees restrict competition with subsidized public institutions 
and prevent private schools from developing the resources needed to 
respond to newly emerging training needs. Rc^gulation should be limited 
to protecting consumers through public information on the quality and 
stability of the pro pri etary training institutions, as well as on the rele- 
vance of the courses to labor market needs. A formal and continuing 
process of accreditation is a ^xxi way to establish minimal standards of 
quality. Associations of private schools can be oicouraged to establish 
accreditation standards and requirements for public information as 
conditions of membership. Governments can also help private institu- 
tions overcome imperfections ir. capital markets through subsidized 
loan programs, as was done for private technical junior colleges in Korea. 
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Designing public training policies to compensate for weaknesses in 
private sector training in a given country can establish a flexible and 
dynamic framework for public finandx^ and provision of training. It 
enables policymakers to avoid overexpanding vocational education and 
txaining in onier to reduce 3routh unemployment; to attract new capital 
investment^ to change the aspirations of youth, or to serve academically 
less able students where secondary enrollments are low. 

Governments will need to provide or subsidize training, although the 
nature of and balance between these two interventions will vary across 
economies. Improving the efifectivKiess and efficiency of public training 
is thus a higjh priority. Five measures can hdp: planning needs to be 
better oriented to labor markets; the responsiveness of public training 
institutions to market forces can be improved both for preemployment 
training and for job training for tiie unemployed; effideiKy in the use of 
training resources can be improved by better institutional and instruc- 
tional practice; strong institutional capacity for policy implementation 
is needed not only to make these measures efiiective, but also to manage 
the complex tasks of creating a more fovorable policy environment for 
private training; and training finance needs to be diversified to increase 
the contributions of emplojrers and workers to ensure the adequate and 
stable finance needed. 

Improving Market Orientation in Flaiuting 

Meeting the demand for skills training efficiently requires that planning 
systems identify and respoitd quickly to changhig employmoit oppor- 
tunities and skills demand. It is essential to develop accurate sources of 
information on skill needs and training capacity in enterprises and 
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private training instituticms, as well as in public agencies. Historically, 
fixed-coeffident manpower requirement forecasting has been the main 
planning method for skills training, but it is higihly inaccurate and 
inflexible (see Box 1 in Chapter 1). New approaches are needed. Patterns 
of economic change and growth must be interpreted to identify skills 
that require reilatively extoided periods of study and that will be strate- 
gically important to the economy in the medium term. Better monitoring 
of labor markets to id^tify incentives for training and shorter-term 
changes in skills demands, combined with evaluation of training costs 
and outcomes, is needed to improve managonent of the training to 
respond to short-term training needs. 

Higher technical skills are more likely to be strategically important to 
growth where economies are changing rapidly. A current example is the 
need for acooimting tedinidans in Eastern European countries moving 
from comnumd to market economies. The kinds and levels of skills likely 
to be needed depend on a nation's comparative advantage, recent record 
of growth in dififerent industries, and strategies for economic expansion 
and technology development Nations giving emphasis to growth in 
food processing will have different skill needs than those giving primary 
attention to expansion of heavy manufacturing, electronic assembly, or 
dothing manufacture. 

Using information on placement and unemployment rates by skill 
levels, economic returns to different levels of training, current vacancy 
rates, and employer projections of employment needs, planners can 
identify skilled occupations in which employment opportunities are 
likely to expand in the medium term- Expansion of training supply in 
these areas is warranted and often can be balanced by cudTacks in skill 
levels where demand has slowed and where there is no reason to 
anticipate dramatic upswings. This is essentially a process of informed 
judgement. Planning procedures of this nature have been established in 
Brazil Colombia, and Malaysia. To meet anticipated demand, the first 
recourse should be to expand employer and private training. Expansion 
of public training may be needed, but it should generally be held well 
below anticipated demand for skills in recognition of the ability of 
employers and private trainers to meet any excess skill needs. 

For skills that take less time to develop, planning should focus on 
improving information for efficient management of training supply. 
Data on vacancy rates, unemployment by skill level, and trends in wages 
and employment provide evidence of market flexibility and efficiency 
in adjusting to economic change. Analysis should identify labor market 
rigidities that impede flexibility and distort the signals to individuals 
and enterprises affecting skills development Structural shifts in wages 
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and employmrat suggest the demand for, and supply of, skills. Moni- 
toring the costs and results of trainiz^ oomplements labor market anal- 
ysis. Studies of graduate employment and wages by skill level 
institutional capadty utilization rates, and ratios (tf applications to ad- 
missions can produce useful information about the market demand for 
skills training. Cost and tracer studies can yield estimates of the sodal 
and private returns to alternative modes of training, thus str e ngthening 
the use of efficiency criteria in determining training supply. Small-scale 
siuveys of enterprises in local labor maiicets can provide infcmnation on 
wage aiid earnings proBles for different types (tf skills and offer qualita- 
tive assessments of difiierent kinds of skills training. Enterprises can also 
provide information on the effects of policy-inducai baxners on employ- 
ment and on other factors that influence ^e demand for spedBc skills. 

Because the success of labor market analysis depends on the availabil- 
ity of timely and accurate information on die marked devebping a labor 
market information system is a hig^ priority. It not only guides planning 
for training but also alerts policymak^ to labor nutf k^ inefficiencies, 
informs career counsding, and fodUtates job placement 

More directly, simply building good links between trairdng institu- 
tions and enterprises can improve ^e flow of information cm the de- 
mand for skiUs and the suc'*^ of training in meeting die skill standards 
of empfoyers. Creatirig a ^ ^manent pipeline of market iziformation on 
the demand for skills and their supply is crudal to improving training 
quality and efficiency. Among the more effective mechanisms are advi- 
sory and curriculum development ocnnmittees widi members represent- 
ing both employers and the schools, vocational guidance and placement 
activities,surveys of local employers, and trainingstrategies that include 
periodic^ supervised placement of trainees in work experience. Forging 
links with rural and informal sector employment requires the 
development of a base of information on clients, markets, and product 
opportunities. 

Improving Institutional Resporuiveness to Market Forces 

The flexibility of public training systems needs to be substantially im- 
proved if they are to be respond effldmtly to economic change. Flexibil- 
ity is improved when traiidng is separated from education, institutions 
specialize to meet the skill iieeds ci different markets, trahiing institu- 
tions have the authority to adjust training to local labor markets and are 
accountable for employment outcomes, and training quality and out- 
comes are satisfactory. These are all characteristics of the most successful 
vocational training institutes in Latin America (Box 5). The Latin Amer- 
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Box 5. The Latin American Model of Vocati(Hial Training 

In 1987 vocational training institutes (vm) in 12 latin Aineiic^ 
tries enrolled imm than 3 inilUon persons, equivalent to 37 percent of 
total secoxKiaiyscluwl enrollments in same coimtries.VTIs are iwta- 
ble for their dynamic relations widi employers, hi^trquality training, 
and jespoigivgness to rapidly changing and compet itiv e e nvii oi m iei U s. 

VTIsareindependoitof formal education systems; tiiey are financed 
by levies on oiterprise {nyndb/ and diey are governed by represoita- 
tives of workere, employers, and the state. Autonomy has facilitated 
flexibility in responding to the needs of empIoyerS/ttiestabiUty of payroll 
tax finandng has nurtured autonomy «md trahiing quaUty, and ti^^ 
governance has ^rengthened accountability. VTb specialize to serve 
specific subsectors and industries, such as textiles and petrochemicals, 
oiten with financial support from industry associations. 

vns have diversified their services to meet changing needs. In-service 
upgrading training now accounts for two-ddrds of enrollments. Training 
is delivered on the premises of employers, and assistance b provided to 
develop die training capacity of large and smaller empk)yers. Manage- 
ment consulting and support for the introduction and adaptation of new 
technologies is provided under contract 

The payroll tax financing scheme is changing In Brazil employers can 
hold back portions of die levy to use in direct contracting for services, 
thus improving accountability. In Chile the levy-based subsidy of the 
vns has been replaced by a system of oompetitiveoontracting for services 
from the public and private sectors. In Colombia policymakers are 
considering eliminating dtepayn^n levy and requiring titeVTI to compete 
for ptiblic funding after 20 yearsofaiooesshilinstituticnial development 

Source: ONTBRPOR/ILO (1991 ). 



ican and otfier similar experience demonstrate that management pro- 
cesses and structures^ rather than ownership, are the key detenninants 
of success. 

Separating edticatkm and training 

Education and trainingplacedifferentdemandsonsystems, institutions, 
instructors, and administxators. Both are essential to productivity, yet 
they are difficult to administer efiiectively within the same instituficmal 
framewoxic Training is more effective when delivered hy institutions 
with a degree of autonomy and flexibility that is difficult to achieve in 
formal education systems. O&tr separadon of educaticm and training 
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provides advantages to both, thus enabling educators to concentrate on 
their essential mission and trainers to develop the specialized technical 
and managerial capacity needed to link training more dosely to the 
economy. 

One way to separate training and education is to concentrate skills 
training in institutions outside of Ute education ministry. This apptoaich 
is most dearly needed in training skilled workers for wage or self-em- 
p* lyment Specialized technical sdiools oriented to wage empbyment 
can be run within the ministry of education, if bureaucratic procedures 
can be modified to give programs the flexibility needed. Another strat- 
egy for education ministries is to deliver vocational training intensively 
at the end of the secondary cycle. This will enable students to choose 
among occupations a year or less before they seek employment, when 
they are more mature and when they can choose an occupation knowing 
the current state of the labor market In general, enabling students to 
choose a vocational course after completir^g the highest level of general 
education possible improves educational equity, student motivation, 
and worker flexibility. 

Sffecialixing to meet skiU. needs 

Responsiveness improves when training institutions develop special- 
ized expertise for, and institutional links with, different skill markets. Of 
central importance is establishing effective inforciation links with em- 
ployers as the basis for curriculum adjustment; staff development, en- 
rollment planning, vocational guidance, and student placement 

Institutions located in industrial areas have a natural advantage in 
serving those industries. Specializing in chasters of related occupations 
or in sectors of the economy is also possible and depends largely on the 
size of markets and the capacity of individual institufions. Specialization 
is an option only when modem sector employment is largie oiough to 
create su^dent specialized demand In smaller economies institutions 

must serve several markets to generate the training business needed to 
achieve reascmable scale economies in thdr operations. 

Specialization in hig^ technical skills that are needed in strategically 
important growth areas of the economy is an important role for sdected 
postsecondary technical institutions. By definition, both the technology 
and training expertise for these skills are found primarily in industry. 
Dual traiidng systems that take advantage of the capadty of schools and 
colleges to provide basic technical education courses, complemented by 
more spediSc training in enterprises, are an efficient way to use the 
expertise of firms. 
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Tndning skilled workers in core oocupatioiis that are in demand 
throug^iout the economy can be a viable role lor vocational schools that 
have skills training as their principal objective. Such core occupations 
include secretary, bocdckeeper, motor mechanic^ and maintenance elec- 
trician. To be effective, however, nonbureaucratic managonent pro- 
cesses must be established, and schools must be able to hire qualified 
instructors, to monitor training outcomes, and to adjust enrollments and 
courses as demand changes. 

Close links with empbym^t opportunities^ including programs to 
support sdf-employment and small business development are espe- 
cially important in retraining dislocated workers. In addition experience 
in industrial countries shows that training is effective when integrated 
with other po^tive measures (Box 6). Ttie ke^ to responsiveness in 
retraining the unemployed are identifying local emj^yment opportu- 
nities, cooperating with employers, and using existing training capacity 
throu^ competitive contracting. Accountability can be impta^^ by 
linking funding to placement outcomes. An example of tiiis approach is 
found in Chile, where the National Training and Employment Service 
(SENCE) uses a network of 400 authorized public and private training 
orgaidzations to provide training to unemplojred adults and youth 
through a program of grants and fellowships. Both trainees and oppor- 
tunities for wage and self -^ployment are identified at the mtmidpal 
level In 1987 theprogram trainedmore dian9,000unemployed workers. 

Whether or not developing countries can or should adopt these ap- 
proaches depends on several factors, including the availability of skilled 



Box 6. Elements of Employment Programs 

The benefits of successful employment training programs are gained 
only when retrained worfars are placed in employment Experience in 
. OECD countries shows that this requires programs to creite jobs, infor- 
mation on labor markets, subsidization of the costs of worker relocation, 
and effective coimseling and placement services. Programs to maintain 
workers' income during the transition period are essential Integrated 
programs are more effective where levels of education are high and 
where there are few cultural or financial barriers to worker mobility. 
These active measures, together with retraining, can be expensive: in 
Sweden expotditures on positive labor m rket polides represent ap- 
proximately 2 pment of gross domestic product. 
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jobs and the capacity to finance expensive programs. In many cases the 
costs of svqpporting income maintenance programs and of developing 
the comprehensive labor market information and placement systems 
needed to link training with emptoyment will be prohibitive. The insti- 
tutional devdopment required can be time consuming. However, large 
national programs are not die only approach to training to facilitate 
economic change. In Sierra Leone and Uruguay, for exan^, carefully 
focused NGO training programs have cooperated successfully with em- 
ployers to train and plaxse the unemployed and to train workers for new 
occupations and positions whose jobs are thr^tened by restructuring 
within firms. Where the supply of labor greatly exceeds demand, these 
programs are likely to have only a nuir^nal effect on total unemploy- 
ment in the short run. 

Increasing institutional atMtority and accotmtabiliitf 

Effective response to employment opportunities will require a higher 
level of authority at the institutional (training center or technical schooD 
level to respond to local employment opportimifies and training needs. 
Specialized professional staff are needed to establish relattons with 
employers, to develop curricula and in-service training for instructors, 
and to provide vocational counselingservices. Accountability fn: results 
and the use of resources can be improved by monitoring and inspection 
systems and by building incentives for Job placemoit and other indica- 
tors of outcomes intobi^get allocations. Local employer councils can be 
an important source of f^dback on institutionai p^brmance. Consis- 
tently poor performance caused by an imbalance in die supply of, and 
demand for, skills is a signal to review and modify curricula arid enroll- 
ment patterns. 

Experience inawide range of countries (for example Brazil, Colombia, 
and Jordan) shows that public training centers outside the education 
system have had more success than sdiools in becoming flexible and 
efficient Not tied to rigid degree requirements, they have more freedom 
to develop courses of varying lengdv to minimize training duration^ to 
offer evening courses, to provide training services to enterprises, and to 
use part-time instructors. Because of these advantages, centers should 
geiieraUy be chosen to expand public traixiing of skilled woricers. Their 
advantages also can enable diem to provide technical advice to improve 
productivity in small and medium-size enterprises, to respond quickly 
to needs for work force retraining, and to provide training as a comple- 
ment to new investment 




so Voattknud and Tedmkal Eduattim and Traimng 



Impr ov ing training outcomes 

Developing vocational and technical skills costs much more than general 
education, and iiiadequate budgets lead to inadequateoutc^^ If skills 
are not devetoped, however, productivity will not increase, and the 
benefits to society and individuals will not materialize. Meeting the 
recurrent costs of paying well-qualified managers and instructors and 
providing up-to-date teaching materials and maintenance are essential 
to achieving good training outcomes. 

Paying adequate salaries. Professional instructors with good techni- 
cal and pedagogical skills are central to quality. Most countries have had 
difficulty paying salaries high enough to attract and retain such staff, 
especially in occupations in which demand from the private sector is 
high---a!td in whidi the need for training is the greatest In Egypt salaries 
are so low that vocational teadters must hold two or more jobs, often at 
schools that are distant £rom each other. Iiuulequate pay reduces the 
quality of teaching and also shows students how little society values the 
trade ttiey are learning. 

Rigid civil service salary regulations and constrained budgets erect 
significant barriers to better teaching. If the governinent caimot afford 
to pay maiicet rates to training instructors and managers, it should at 
least let wages rise for those whose occupations are in greatest demand, 
thus allowing for market scarcity in differentiated salary systems. Some 
success has been achieved by offering improved benefit packages, such 
as providing housing or, as in Korea, exempting vocational instructors 
from military service. A further option is to use part-time instructors 
drawn from enterprises, a strategy that has been successful in several 
coimtries, including Mexico. 

Ensuring the availability of materials and maintenance. Text- 
books, practice materials for workshops, and other instructional mate- 
rials are essential to good training. Developing materials for vocational 
training can be expensive because of the need for frequent revision in 
rapidly changing occupations. Materials for modem sector occupations 
can be adapted from industrial country models. In new and rapidly 
changing occupations, close cooperation with employers is needed to 
adapt existing materials. Training materials for self -employment gener- 
ally must be developed to incorporate skills that are specific to local 
products and tedmologies and that indude business management skills 
that fit the local regulatory and market environment 
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There is OHisidoable interest in tiie potential of various educati(mal 
technologies to make up for the lack of skilled instructors and to reduce 
the cost per student Although experimentation to test cost^efiiectiveness 
is warranted, there are reasons to be cautious. Videotape technology is 
bdng increasingly used as hardware costs fall and local production of 
software to demonstrate complex manipulation skill becomes more 
feasible. However, more advanced tedmologies~such as computer- 
aided instruction— require high rates of use to become co6t-e£fective. In 
industrial countries this has been achieved only in large modem enter- 
prises and in traiiiing institutions ^t deliver individualized instniction 
in hi^y flexible oivirormients. However, in industrial middle-income 
countries, where these conditions exist, advanced technologies may 
provide a way to partially overcome shortages of highly skilled instruc- 
tors in techiu>logk»IIy changing occtqrations. 

Adequate maintenance of fodlities and equipment is essential for 
good training. Inadequate budgets and lack of foreign exchange have 
combined with low leveb of inooitives to maitagsrs and instructors to 
reduce the quality of maintenance in many countries. Dual training 
systems that rely most heavily on ^e equipment of employers offer a 
practical way to minimize maintenance costs to training institutions. 
Where this is not possible, adequate funding and improved staff ac- 
countabili^ can improve the level of mainteiumce. 

Using Training Resources Effidentiy 

Improving the flexibility of training in currently tmderfinanced public 
institutions will be costly. Ways must be found to deliver instruction at 
lower cost A first option in countries where pubUc capacity is tinderused 
is consolidation into fe%ver, betterquality institutions. Lower a»ts per 
graduate can be adiieved by reducing the duration of instruction and by 
improving the utilization of facilities and equipment 

Consolidation 

Consolidation can be achieved by converting vocational schools to 
lower-cost general curricula or by turning schools over to organizations 
with the information and financial resources needed for efiiective oper- 
atiori— such as eriterprises, eriterprise associations, or ^fGOls. Corisolidation 
is particularly attractive where die supply of skilled workers from poorly 
financed institutions greatiy exceeds effective employment demand or 
where training institutions are too small to achieve scale economies. 
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Im p r ov ing utUization of t mining capadttf 

Shorter, more intensive training periods should be considered because 
they reduce the opportunity costs to trainees of being in training instead 
of at work, and they enable training institutions to achieve a higher rate 
of use of equipment, facilities, and expensive instructors. The same 
number of course hours provided on a i»rt-time basis over three years 
in a vocational school can be delivered intensivdy in one year or less 
after school is completed. Training duration can be reduced as well 
through occupational analysis to distinguish the skills needed lor entry 
into a given occupation from those best learned on the job. 

Competency-based, modular curricula also increase efficiency by en- 
abling trainees to exit and enter training based on acqiiired skills and to 
maintain a record of achievement that facilitates intennitbent study 
along with employment, including evening courses. Modular curricu- 
lum structures are fundamental to individuUized instnictioxv which 
permits enrollment and labor market entry at any time during the school 
year (Box 7>. 

Building Capacity for Policy Implementation 

Implementing ptablic training pi«^* .y is a a>mplex task that requires 
considerable fvofes^onal and managerial capacity. To respond to the 
needs of the economy demands a degree of beedom from short-term 
bureaucratic control that is difficult to achieve in line ministries. Na- 
tional training authorities (ntas) have been efifecttve in this respect in 
several countries. The structure of succe^ful or^niisations varies con- 
siderably, but the key elements in efiiectiveness are governance that 
involves employers, worker oi^ganizations, and goverxunent; adequate 
and stable financing; the ability to use resources fladbly; and a high level 
of professional capability. In addition to managing training institutions, 
NTAS can play key roles in monitoring labor maricets and training costs 
and outcomes, in planning, in providing professional services, in estab- 
lishing outcome standards, in organizing temporary training systems in 
response to worker dislocation, and in developing private training 
capacity. 

TraizUng funds that enable ntas to make ^nants (or loans) to training 
institutions in accordance with established criteria can provide an e0iec- 
tive mechanism Sot adjusting training response to meet changing needs, 
which facilitates flexible use of resources for curriculum adjustment, 
staff development, new equipment; and, on occasion, renovated or new 
facilities. Organizing training intenrentions to facilitate economic 
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Box 7. Individiulizedliistnictiim in the EnvaldoLodi School 

The Euvaldo Lodi School in Rio de Janiero is one of dw network of 
training centeis operated by the National Industrial Training Service 
(SEN AD. Training is based on periodic analysis of market demand for 
skills and occupational analysis of di£ferait occupations in surrounding 
industries. Learning materials are oigaivized into modules of work sheets 
and activities that combine theory and practice for a defined series of 
tasks. Student skills are evaluated after ^ch module. The final stage of 
teaming is a period of supervised training widdn enterprises. 

Spinning in 1965, die Euvaldo Lodi School sought to address three 
problems by individualizing this methodology. Hist the school wanted 
to be aUe to provide trainii^ to students entering widi different skill 
levels and aptitiides. Second, it wanted a curriculum structure Utat would 
be highly flexible in dw fece of rapidly changing labor markets. Third, it 
wanted to reduce dropout rates and the consequent cost of unused 
capacity. 

This was accomplished by reducing the interdependence oetween 
modules. Students can enroll at any time during the year and are tested 
for placement in the series of modules. They then complete modules at 
their own pace and are tested for couipetemy on completion. No lectures 
are given; the instructor provides only guidance and testing. Because 
enroQments are determined by dte nuntbo* of places in workshops, 
students are admitted continuously as others complete their study or 
dropout. 

These changes have reduced the time required to com{^ete training by 
45 to 75 poxwtt, which significantly increases utilization rates. Faster 
completers increase utilization rates, while the system provides strong 
instructional support for slower students. The school operates year- 
round, with no holidays, thus matching the rhythm of the factory. 
Completers can enter the labor market throughout the year, and intake 
and output can be controlled continuously in response to informadon on 
student placement and en^toyment opportunities. 

Source Oliveira and Castro (1988). 



change often requiies similar support Experiments with new tiainix\g 
approaches, such as those being carried out by NGOs for the rural or 
urban informal sector, may also need government subsidies. Training 
funds managed by NTAs have proved usefixl in this regard in COte 
dlvoire, Chile, Nfalawi, Mexico, and Singapore. Funding should be 
available to both public and private training providers. Accountability 
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can be enf(»red through cx m tr a ct s and supervision. Broadly representa- 
tive oversight of the fiuid by the public and private sectors, woricers, and 
NCOS can help avoid problems in fund administration. 

Diversifying the Sources of Finance 

The principal objectives of training finance policy in developing coim- 
tries should be to ensure both the stability of funding needed to develop 
sustainable institutional capacity and the level of financiz^ needed to 
improve public training. Government budgetary financing has often 
been inadequate for both objectives. The 19X) World Bank policy paper 
on primary education stressed the need to increase public fuiulkig in 
many couniries for primary education, given the significant &d&nalities 
and the inqx>rtant equity considerations associated with education at 
that level The case for public support for vocational education and 
training is much less strong. Nonetheless the external social benefits of 
training will often justify government financing of at least such central 
activities as policy, planxting, and quality control as well as for skills 
strategic to growth strategies. This support will often be limited, and 
governments should seek to diversify sources of financing for training 
because of budget constraints and in the interest of efficiency. The c(»ts 
of training should be increasingly shouldered by the employers and 
workers who receive its benefits. Encouraging enterprises and private 
institutions to provide training would help move in this di^rection. 
Additioiml options include payroll levies on enterprises and direct cost 
recovery from employers and trainees. 

Payroll levies 

In middle-income countries payroll levies have provided a sheltered 
source of resources for training, thus o:Kering a way to mobiUze funds 
otherwise unavailable to the public sector. Th^ have proved to be a 
particularly useful device for building training institutions, especially 
nationa* training agencies, and tiiey have strengthened employer in- 
volvement With some variation, there are basically two major types of 
levy schemes for financing training in developing countries, and they 
reflect ratiier different objectives. First introduced in Brazil in the early 
1940s, the Latin American model gen^tes revenues to finance draining 
by the public sector. The alternative is the levy-grant, or rebate, scheme 
that reimburses private enterprises for the cost of training. It is the 
preferred form of payroll levy scheme in other continents. 
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Payroll taxes are widdy believed to be borne by enterprises, but this 
may not be the case in fact Although this issue has not beoi examined 
empirically for developing countries, much of the incidence of payroll 
levies in industrial countries fells on labor in His form of lower real 
wages. This is likely to occur in developing countries as well This fact 
suggests that workers finance their own in-service training, which 
makes payroll levies a form of benefit taxation. For younger workers 
pieemployment training is financed before benefits are received, but is 
paid for later. Payroll levies are an equitable means of finandng training 
to the extoit that the workers benefit by receiving training rattier than 
funds being diverted to other purposes. 

Although such schemes have proved popular and are largely success- 
ful, they are not of criticism. They toid to raise the (nice of labor 
relative to capital By encouraging a shift toward more cafitalrintensive 
techniques of production, titey may inhibit emptoyment growth. Such 
effects are unliely to be pronotmced, however, given the moderate tax 
rate levels (typically 1 to 2 percent) and the po^ibility of shifting the 
incidence of the tax to workers or to consumers. 

Payroll levies may constitute an oven^eltered source of funding, 
leading tounspentsurpluses,ineffidendes,t?ndtop-heavy,biueaucratic 
administradons; alternaiivdy, surpluses ntay lead to the use of payroll 
levy funds for purposes other than traiidng, tfius considerably w^lken* 
ing the benefits of imposingthem.SENA^theCoiombian national training 
authority, is financed by a 2 percent payroU levy established in 1957 and 
has bui) t up surpluses in recent years, which is encouraging the gradual 
expansion of training into other areas such as agriculture, construction, 
and self-employment training, only loosely tied to the firms (and work- 
ers) tiiat pay the levy. 

To ensure ttiat the people who pay the levies receive the training 
benefits from them, the payroll levy system should be so designed that 
levies are subject to periodic review to guard against the accumulation 
of surpluses, levies vary across sector and industry to reflect difiiering 
skill composition of the labor force and training needs, training author- 
ities do not venture into extraneous activities, the training services and 
courses provided are broadty based to reflect the rai^ of the indiistr/s 
need, and enterprise training is developed. 

The desirability of using payroll taxes to finance training, compared 
witii the other alternatives, is likely to be contingent upon the stage of a 
country's development Low-income developing countries may have 
only limited access to broadly based taxes and taid to rdy instead on 
trade taxes and specific excises. Where the financing options of govern- 
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ments are limited, payroll taxes remain attractive, althou^ they may be 
difficult to implement Mechanisms for tax collection may not be in 
place, and enteipiises may resist imposition of the levy. ¥c» lower-in- 
come countries resort to payroll levies to finance training. For countries 
in the lower-middle-income range the payroll levy approach may be 
more attractive than alternative broadly based taxes. 

Cost recovery 

Payroll levies should not be seen as a permanent solution to the problem 
of training finance. As national training institutions gain firmer footing, 
alternative sources of finance become feasible, and enterprises will 
become able to meet more of thdr own training needs. In this chaining 
environment, reduction in the levy rate is approi»riate. To the extent ^t 
public sector provision of training remains necessary, the training au- 
thority can be required to compete for budgetary resources with other 
government departments and agencies. Or to the extent that charging 
for its services becomes feasible, die authority could be required to 
operate on a cost recovery basis. 

Charging fees to trainees is another option. However, as noted before, 
in countries where secondary academic schooling is free, imposing fees 
for secondary vocational schooling would raise significant equity ques- 
tions. It is less clear that this is the case for training provided outside of 
the formal school system. The fiourisbing market in proprietary training 
courses indicates that many individuals are investing in training them- 
selves. Moreover high private rates of return on txainir.g investment 
indicate that many individuals who receive subsidized training may be 
able to bear a larger share of ^e costs. These facts justify charging fees 
for training even thought to do so would raise questioias of parity with 
privileged secondary school students. Where market imperfections in- 
hibit worker self-finance of training, exemption from fees for needy 
students is justified. More irmovative measures to enable poor workers 
to meet training costs, such as state-backed loan schemes, should be 
examined, but these wiH rarely be admirdstrativeiy feasible 

Direct income generation is another source of revenue for training 
authorities and individual training centers. In Latin America vocational 
training institutes have broadened their activities to include the sale of 
omsultancy and training services to public and private enterprises to 
gain additional funding. The sale of goods produced by training centen; 
offers a limited source of revenue, as wdl as a useful market test of 
training quab'ty. Although currently underejq^loited, this source can be 
encouraged by relaxing government restrictions on the ability of public 
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training institutions to retain earned income. In several countries income 
generation is facilitated by the availability of revolving funds^ from 
which training centers can finance the purchase of materials used in 
production. A balance must be struck, howevor, between providing 
training and producing goods for sale. 
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Training as a Complement to Equity Strategies 



I 

Most of the poor in developing countries are found in rural areas and in 
the urban infonnal sector. Their principal asset is thdr labor, and im- 
proving their productivity and earnings is the main road out of poverty. 
Reform of policies that disomrage economic and employment growdi — 
not txaining— is the first step along this road for the poor, as as for 

women and minorities. Improving levels of general education helps. 
Training in the rural and urban informal sectors can improve the pro- 
ductivity of &e poor if it is used to complement broader strategies to 
generate income, but training alone has not been very effective. Im- 
proved access for women to higher productivity and earnings requires 
reduction of discrimination in employment and carefully targeted train- 
ing that heavily involves ranployers. 

Public preemployment vocational schooling has not been an efiiective 
measure to reach the poor, who can ill afford to be without employment 
for several years. Moreover in most developing countries secondary 
schools enroll a small p roportion of the age group, and in sudi drcum- 
stances vocational schools become second-best options for academically 
well-qualified students who are not necessarily poor. In lliailand in 
1979, for example, fanners and laborers compri»d SS percent of die 
labor force, but tftdr children held less than 20 percent of the places in 
secondary vocational schools, the balance being occupied by the chil- 
dr^ of bu»nessmen and government officials. 

Improving Levels of Education 

For the poor and disadvantaged, general education is the foundation of 
improved productivity and earnings. Extending and improving a 
country's general education increases the probability that workers will 
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receive training from their employers. Access to preemployment voca- 
tional education and training opportunities requires omipletion of at 
least the primary school curriculum aiui mc»e often oon^letion of lower 
secondary school Without competitive levels of education, individuals 
find it difficult to move out of margiiud self-employment into wage fobs . 
Ensuring completion of die primary curriculum and e)qpanding access 
to secondary education for women and the poor are hig^ pii(nities. 
Nonfbrmal basic education and literacy programs also provide steps 
toward further training. 

Training for Rural and Urban Self ^Employment 

The viability of rural self-employment depends fundamentally on the 
purchasing power of rural amsumers and thus en the productivity and 
incomes of farmers. Fanning, of course, is the predominant form of 
self-employment in developing countries. Basic education and agricul- 
tural extension help formers to acquire and apply new information and 
skills. Together, they are the most effective way to raise fieama- skills, 
productivity, and income, thus strengthening market opportunities for 
rural entrepreneurs. 

Entrepreneurial economic activity provides a second soiuce of income 
for many farm families; self-employment and very small enterprises 
provide the main source of income for others. As with all small busi- 
nesses, access to credit and raw materials and die absence of restrictive 
regulation are necessary for success. Skills are also important; and rural 
training [nograms that are closely adjusted to local markets and technol- 
ogies can provide these skills effectively (Box 8). Cooperatives that 
include training within broader income generation strategies can also be 
effective, e^^edally in enabling women to increase their earnings. 

Much urban informal sector employment is in low-skilled occupations 
in which entry is easy because of low capital requirements; petty trading 
and food preparation are good examples of this. Skills are most impor- 
tant to productivity in smaU enterprises eng^iged in manufecturing, 
repair, and construction services. Again, access to markets, raw materi- 
als, credit, and management ad vice are the keys to successful businesses. 
Equally, removal of govaiunent regulatory coi\straints— such as zoning 
and licaising regulations — is often needed. 

Although governments do try to provide trainir^ interventions for the 
informal sector, most skills are developed throu^ other mechanisms. 
Primary education provides a crucially important base of general skills. 
Traditional apprenticeship provides most of the specific technical and 
business training needed in the informal sector in many countries. 
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Box& Tisining for Sel£-Empl<qniieiit in Ryxal Areas 

Training (of nnvl sdf^mptoymenft mooeeds when it h deaigned to fit 
with local empj uy m e nt op p ortim itiee and ridfls needs rather than those 
of urban wage employnient The Legruki Vocational Training Sc^^ 
Tanzania exemplifies this approach. It was establis hed by the 
nity, witib support £rom tiie Lufiieran Qtttidi of Annh^ 
who left primary school to enter self-emptoyment At first co nventi onal 
training in carpentry and nusonry was ofiexvd to enable sttidents to pass 
national c omp etency tests for those trades. However, evaluations 
showed that tiie orientation of the curriculum toward modem sector 
wage enq}Ioyment did adequately take into account tiie multiple 
skills and tedmologies required for success in rural sdf-employmenL 
Following o maiket survey in the local are* and staff d^te, the cunic- 
uhun was revised to shift from sin^ to multiple skills, build from local 
market opportimities, incorporate useful traditicnal skills, and increase 
Uie fiexiHUty of ooune (rffeiings^ A tiaoer study/ Mfhidi obtained inf^ 
mation from about half of all graduates since 1980, fouiui more than 90 
percent employed. Of these more than half were self-employed in vil- 
lages or in both villages and urban areas. 

Source: Ishund (1988) and Fowler (1990). 



Where wage jobs are hard to find, graduates of modem sector training 
institutions will flow to the informal sector and adapt their skills to 
difi«ent conditions^ altiiough often after a long period of voting for 
higher-paying wage employment These individuals are, of course, rel- 
atively privileged, and tfieir entry into die inft^mal sector may xeduce 
opportunities for the very poor. Further, people frequently move be- 
tween the formal and ^ infonnal sector. Nfany informal sector entre- 
preneurs build up skills and capital during wage employment 

Simply pnsviding sidlls txaizdng for infonnal sector employntent has 
been less effective dum providing training as a complementary service 
in more complex programs that givs clients access to credit and market 
advice, lite most successful such progk^ams help carefully selected and 
well-educated entrepreneurs to establish or expand very sm^ll enter- 
prises (Box 9). The difficulty of replicating these programs, however, 
limits their overall e^Bct on employment creation. 

Delivering effective training for the informal sector requires a great 
deal of expertise on the sector and those who work there. Institutions 
that specialize in the sector or that can devote a substantial amount of 
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Box 9. Entsepicnenish^ Development in India 

The Enti«p««neui8hip Devdopment Plrognun 

of India is one of die coldest and be^ kziown entiepieneuri^ 

programs in the developing worid. Since its Inception as an innovative 

credit sdiente in 1968,dwEDPhasevoIvedintoao(mipiehensive package 

of sovices directed to develop entiepieiwurial tateirt in all smail'scale 

eojnondc adivitieSb More than SO agendes in more dian 20 states in India 

nowrunEDPs. 

The EDP model rests on the assumption that not everybody can be an 
entrepreneur. Selection is made by a combination of screening, testii^ 
and interviewing. Successful candidates then undertake a TO-day eve- 
nii^ program if they have work experience or a six-week, full-time 
residential course if they do not Thiese courses cover wch topics as 
adiievementaM>tivation,nuu'ket environment, finandxig, product selec- 
tion, marketing, skills devek)pment management, production, procure- 
ment, personnel, legal systems, and letter writing. Trainees jwepare 
project reports, go on field trips to selected industries, recdve any neces- 
sary technical training in a local industry, and receive intensive one-to- 
one counseling. A trainer-motivator helps graduates apply for loans, 
obtain land and facilities, and market their products. 

In its first 14 years of operation, nearly SfiOO new entrepreneurs were 
trained, and 3,000 new industrial enterprises, which employed duee to 
five people, were established. Of the 40 enterprises that have been 
surveyed, 80 percent have been profltaWe after five years of operation. 
Roughly 60 percent of the trainees that go through the program start 
businesses. The cost for each trainee is about $200, and the cost for 
czeating an enterprise in Gujarat is about $350. 

Source. Patel (1986). 



resoxirces to acquiringthis expertise have been most effective. NGOs have 
been effective, and supporting their e£fbrts through training funds pro- 
vides a practical option that avoids further elaboration of the public 
training system. 

Improving Access to Wage Employment for Women 

The positive effects of economic growth on access to wage employment 
for women are seen in newly industrializing countries, where rapidly 
expanding manufacturing ami service indus ries and declining popula- 
tion growth rates are combining to raise the possibility of labor short- 
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ages. UndertheseconclitionstrainingaxKiempk»ymentopport^ 
women increase. Much of the new employment lor womoi is coming in 
electronics assembly industries and in services with low skill require- 
ments, hut access to wage employment of any kind is often a ^ g nificant 
improvement Access to higher-productivity wage employment can be 
further improvedbyredudngdiscriminationin employment and reduc- 
ing the opportunity costs of training. 

Attaddt^ discrimination in en^floyment 

Legislative discrimination in employment remains a problem for 
women in some countries. These policies not only deny equitable access 
to earnings, but prevent a society from harnessing the talents of much 



Box 10. Training Women in Nontraditional SkiUs 

InaprogrambeguninMorocoo in 1979, women were placed in industrial 
training programs that, although in theory opot to woinen^ had attracted 
few caiKlidates axvi accepted none. Recruitment announoexnaits dissem- 
inated through newspapers, radio, nnd schools explicitly csBed for fe- 
male applicants. Guidance counseling and informal placement 
arrangements were established. Female instructors were recntited and 

trained. I^male enrollments rose sharply and have been sustained. Job 
placement rates for women are higher than for men in the same 
occupations. 

In Jamaica a small-scale project to train women for the construction 
ixuiustry led to placement rates of more than 90 percent in such occupa- 
tions as plumbing, carpentry, masonry, electrical faistallaticm, and 
steelworking. Women's eamtegs increased, and employers were re- 
ported to be very pleased with their pexformanoe. A key to success was 
a commitment horn employers to hire the women on a trial basis follow- 
ing interviews with candidates. Similar posithre results were obtained 
in vocational schools in Chile in a pn^ in that trained young won»n 

in chemical technology, computer pn^ramming, mechanics, and 
electronics. 

However, all projects have not been successfiiL In the Dominican 
Republicaprogram aimed at preparing women for nontraditional trades 
foiled because of the lack of an aggressive counseling program and low 
levels of staff commitment to training women for these occupations. 

Soure«:Lyoetl»(1985),Kudat(1989),Boroellca985),andWhiteandother5 
(1986). 
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of the labor force. More perva^ ve are custsomary banios to the employ* 
xnent of women and membexs of minority groups in given occupations, 
often the more remunerative ones, because of an employer's mistaken 
belief that these individuals cannot perform productively or will not be 
stable members of the work force. Women may also prefer certain 
traditi(»ial occupations. Deeply held social attitudes change sloidy, of 
course, but pr o gress can be nlade through programs that actively in- 
volve empk^rers in training and placing such workers (Box 10). Success 
not only helps the individual worker, but it may establish a demonsbra- 
tion effect that counters current attitudes. 

Redudng 0w opportutHly costs of training 

Few poor students can a^rd to be out of the work force for the three* 
and fotuvyear, full-time education and training programs needed for 
access to wage onplcyinent, even if the programs are tee. Women are 
further handicapped by domestic and childcare responsibilities. The 
opportunity cost of training can be reduced by ofiiokig shorter, more 
intensive courses; providing training in evenings; and offering training 
in convenient locations. Low levels literacy and numeracy skills may 
require compensatory general education programs. Consid -table insti- 
tutional flexflrility is needed. NGOs have shown strengths in this regard, 
and government subsidy of NGO training for women is justifiable on 
equi^ grounds. 
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Implications for the World Bank 



I 

The Woiid Bank has been the lai^gest single source of international 
financial siqypoit for vocational education and training (Box 11). From 
1963 to 1976 about 40 percent of total Bank education lending was for 
vocational and technical education at the secondary and postseoondary 
levels. More than 20 percent of education lending during this period was 
for vocational and diversified secondary schook. 

By the late 1970s evaluations conducted by the World Bank's Opera- 
tions Evaluation and Education and Training Departments began to 
raise doubts regarding the oost-effecdveness of vocational schooling, 
especially diversified schools (see the Appendix). Ki^ costs, low levels 
of use of fadliiies, an oversupply of graduates, and the difficulty of 
forecasting the demand for skills were dted as constraints. Bank lending 
began to shift away fiom diversified and vocational education toward 
center-based vocational training and the development of national train- 
ing authorities (Table 2). As a share of education sector lending, support 
for vocational profeds declined to 30 pocent in 1977-88 as lending for 
primary education increased. The absolute amoimt of support provided, 
however, rose as the sedtor expanded overall Most of fl» dedine came 
from the phasing out of support for diversified secondary schools. 
Support for agrfeultural education declined from 25 percent of all voca- 
tional lending to 13 percent for the same time period but has risen in 
recent years. These shifts reflected a growing awareness in the Bank of 

the need to build institutional capadty and to find more efficient ways 
of providing training. During this period the Bank provided support to 
some of the more effective training systems in developing countries, 
among them the Vocational Training G>rporation in Jordan and SENAI 
in Brazil 
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Box 11. IntematiQiial Support for Vocational Education 
andTfaining 

International assistance to vocational and technical education and train- 
ing in the 19806 averaged about $600 million anmiaUy, of which the 
World Baid( provided 45 peicent^bibteinlagendes 30 pektsen^ 
multilataal agencies 25 percent This oontrasts with an axrerage of $180 
million annually provided to support primary education. Support for 
vocational education and training has beat concentrated on building 
preemployment training at various levels and has served only a small 
share of aU youth in sdiools or training institutions. The hi^ cost of 
establishing vocational institutions has contributed to the volume of aid, 
especially when donors equip workshops with advanced and costly 
equipment The high expectations of governments and donors for broad 
economic and social benefits from vocational preparation have no doubt 
also played an important role, as has the vis&ility of building and 
equipping modem training institutions. 

The large amount of international aid has contributed to the establish- 
ment of a base of training capacity in most countries and to overexpan- 
sion in some. Fiihue donor assistance win be more effiective if it can be 
mobilized to support govemmCTt programs for policy reform aimed at 
expanding employer and private training and improving the use of 
existing pubUc braining capacity. In many countries this will require a 
very high level of coordination among donors. 



Since the mid-198Qs the Bank has begun to emphasize xesponsiveness 
and quality in training for wage employment Innovative projects that 
addi«ss the spedal training needs of small modem sechns and large 
infonnal sectors in Africa are currently being developed (Box 12). Nev- 
erthdess the analytical basis of vocational lending has remained com- 
paratively weak. A recent review of the policy content of education 
sector investments shows that vocational projects have been least effec- 
tive in addressing policy issues. Notable is ti» lack of attention to the 
economic rationales for public training and to the otcouragement of 
private training. The pressing need for policy reform to ensure efficient 
skills development in response to economic change calls for substantial 
improvements in the analytical and policy content of investment 
operations. 

Rve actions are needed to improve the quality of World Bank support 
for skills training. 
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Tabled WoiidBuikliivefttmeiitsinVocAtioi^ 
Education and Tnlningr 1963-88 

(millions of VS doBais) , 



1963-76 



1977^ 



1987-88 



Dn Um Percent DoUars Percent DaHafs Percent 

Total 

Mode 
Seoondary 

Secondary 

vocalionai 
Pofitsecondary 

vocationai 
Nonfarmal 

SeOor 

Agriculture 
Industry 
Services 

Income levd 
Low 

Lower*xnkidle 
Uppermiddle 

Smnx:Wosfcl Bank data* 



969 


100 


3;m 


100 


1,176 


100 


268 


28 


94 


3 


0 


0 


248 


26 


609 


19 


172 


15 


202 


21 


940 


29 


102 


9 


251 


26 


1^ 


49 


902 


77 


243 


25 


409 


13 


302 


26 


658 


68 


2^1 


80 


588 


50 


68 


7 


222 


7 


286 


24 


102 


11 


475 


15 


122 


10 


423 


44 


U92 


43 


493 


42 


445 


46 


1^ 


42 


561 


48 



• Aiwlysis of the econoinic context of training, indudinglab^ 

ket issues, should he improved and used in fonnulating national 
maooeconomic strategies and designing investment operations. 

• i^dingforprevocationalcouxsesshouldbereplacedl^progr^ 
to strengthen <piaUty and access in academic secondary education. 

• Lending should address the policy changes needed to create a 
fovorable economic climate for private training as weU as direct 
measures to stimulate and improve training in the private sector. 

• Lending should inchide measures to improve the responsiveness 

and efficiency of public training. 

• World Bank lending should require the development of a longer- 

tenn strategy for the evolution of the gp vemmenf s role in training 
and should encourage broadly based coordination of donor 
support 

Improving Economic Analysis for Training 

First, the design of economically sound training policies and invest- 
ments requires improvements in the analysis of the intricate relations 
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Box 12. Rcfonning Vocational Tnining Policy in Togo 

In Togo 73 peixxnt of the labor force of 1 4 miiUon %vork in agiicu^ 
21 percent in the urban informal sector, and 6 percent (T6fflO) in the 
modem wage sector. Econoxnic policy refc/nra in the «riy and ntid-1980s 
have opened the economy to intemationai competition^ reducing policy 
distortions and revereing a long p«iod of motive growth- The ecoiwmy 
is vulnerable to rapid changes in oonunodity prioeSr and tite government 
is seeking to diversify the economy by expanding foreign investment in 
laboi^intenshre light mamifiicturing. 

The public vocational and technical education system was developed 
in the 1970s to meet sodal objectives. Lower and upper secondary 
technical schools aiKi vocational training centere managed by ttw Minis- 
try of Technical Education and Vocational Training (MHTP) enroll about 
3,800 students. Private vocational schools and centers enroll 2,400 more. 
Traditional apprenticeship is well established in the informal sector. The 
public system has been rigidly administoed and InadequUely financed, 
and botit quality and effldency have been low. Mudi fnivate training is 

of low quality. The g ov er nm ent has Un» launched a s^nificant program 
of training policy reform and instituti(mal development to improve the 

responsiveness of public training to the economy, to improve training 
quality , and to strengttten employer and private training. The reform has 

three main elements: 

• Stiengdiening the capacity of t^eMEFTP to monitor and analyze 

the labor market; which inchides establishing a Training and 
Employment C3bservatory to monitor employment opportunities 
and the effectiveness of training and to publish the results regu- 
larly 

• Training managers and instructors using "twinning" arrange- 
ments with overs^ training institutes 

• EstablishingaNationalTrainingFundadministeredbyaprivate- 
public mant^ement committee to aUocate financial resources to 
training projects and investments of empk^yers and of publk and 
private training foirtitutions that meet predetermined criteria. 
Traditionalapprenticemasterswillbeeliglbletoapplytothefund 
for grants to upgrade their skills. 

In addition cooperative dual training systems, using modular ap- 
proaches to instruction, will be devdoped to strengthen cooperation 
between employers and public training institutions. Lower secondary 
vocational schools will be convnted to regional training centera that 
specialize in local training needs. They will be open on evenings and 
weekends to provide theory classes for masters and apprentices in the 
informal sector. The project is supported by a credit from the Interna- 
tional Development Association of the World Bank. 
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between economic policy, training efedency, and equitable access to 
employment Analysb of labor market pdides and efficiency should 
also be an integral part of macroeconomic policy development Public 
investment in preemployment vocational schoc^g or training, and in 
higher technical education, should be supported onty when sector work 
or pr<^ect analysis provides dear justifications in terms of market distor- 
tions, weak private training capacity, or sodal benefits to training. Key 
topics for economic analysis include: 

• The impact of economic adjustment on employment and the pros- 
pects for creating jobs in different parts of the ecoxuxmy 

• The effect of policy distortions on incentives for private sector 
investment in training 

• The feasibility of dismantling economic policies that constrain the 
growth of employment and incentives for private investment in 
training 

• The design of compensatory training policies in which economic 
policies cannot be changed in the short tenn 

• Identification of ^strategic skills that have significant extexiudi- 
ties based on an analysis of the demand for skills in subsectors or 
industries in the economy. 

Strengthening Primary and Secondary Education 

Bank lending shouki strengthen the quality of, and access to, academic 
secondary educaticm, ratiier than prevocational courses. Improving gen- 
eral education will increase worker flexibility. Promoting better access 
to secondary education for women and fiie poor will in^rove their 
chances for training and their ability to earn higher incomes. Policies for 
the devetopment ci primary education have heen discussed in the 1990 
policy paper. For seocmdary education^ given a poor record of perfor- 
mance, the diversification of curricula by adding vocational courses 
should be avoided. The Bank can assist governments by: 

• Hnandng curriculum reform and teacher Jraining to strengthen 
applied mathematics and sdenoe education 

• Eliminating barriers to access by women and the poor. 

Strengthening Employer and Private Training 

Bank lending should address the policy environment for private train- 
ing. Bank lending has only rarely and indirectly supported the devebp- 
ment of training capacity in private enterjxrises or the proprietary 
training sector. Its support for fiie training capacity of public employers. 
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however, has been substantial Improved support to the private sector 
can be provided by: 

• Inchiding assessinents of employer and private trainixig capacity in 
investment analysis 

• Supporting appropriate systems for accrediting and inspecting 
private tn^iiing institutions 

• Financing technical assistance programs that build professional 
training capacity in both public and private enterprises. 

Improving the Effectiveness and Effidency of Poblic Training 

Vocational lending operations should seek to imfn>ve the effectiveness 
^ and effidency of public training by building institutional capacity 

erating the resources needed to improve outcomes, and improving 
instructional practices. Options to be considered are: 

• Establishing or strengthening national training authorities by fi- 
nancing programs of st?if development as well as the development 
of labor market and training monitoring and infbnnation systems 

• Establishing training funds as a source of taigeted grant and loan 
assistance to employers and private and public training agencies to 
increase flexibility in responding to periodic training needs, such 
as to facilitate economic change 

• Consolidating small and undoused training facilities, financing 
the costs of conversion and staff retraining and redeployment, 
rehabilitating smaller systems, and supporting government efforts 
to turn over excess institutions to NGG6 or tite private training sector 

• Promoting quasi-private sector management practices combin- 
ing autonomy and accountability for managing public training 
institutions 

• Giving priority to center-based training modes for training skilled 
workos and supporting curriculum reforms that reduce training 
duration and tnoease facilities use 

• Seeking go v en un e n t agreement to pay salaries adequate to attract 
and retain technically qualified instructors and to pt ovide adequate 
financing for recurrent costs. 

Providing Long-Term Support 

Bank lending for vocational education and training has been most 
successful through long-term partnerships with governments. Relations 
that last a decade or more permit the incremental devdopment of policy 
and institutional capacity and will be especially in^xntant in supporting 
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govenunent efforts to build a better balance of private and public 
training; and in racouraging coOTdinated support £rom donors. Bank 
operations should generally: 

• Hnance part of a longer-term investment and institutional devel- 
opment program that supports a dear strategy for an evolving 
government role in training 

• Seektomobilizesuppjrt&omotherintemationaldonorswithinan 
accepted policy framework. 

Significant policy reforms may be supported by subsector investment 
loans that address key policy issues where institutions are reasonably 
well developed and can take on the tasks of formulating and implement- 
ing policy. Traditional investment loans will be appropriate to support 
consolidation and restructuring where high levels of policy consensus 
exist or when expansion of effective training systems is justified. 
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Findings of the Wodd Bank's Opcntions Evaluation Depaxtment 

Although there has been no fonnat separate study evaluating the voca- 
tional education and training projects supported by the World Bank, the 
Bank's Operations Evaluation Department has atle^^>ted to evaluate 
them in their i^imttaltoiwc/Preyaf Performance Results, Annual Reviews 
from 1975 to 1989 were examined to determine the general trends and 
outcomes of these projects. During this time ahnost all appx>ved educv 
tion projects contiUned a vocational or technical component 
The /inniw/ show that after 1975 the World Bank's interert 

education began a gradual shift away from financing education hard- 
ware toward financing education software. Most approved toans in the 
earlier reports generally supported providing hardware for existing 
schools, expanding existing institutions, or cr^iting additional institu- 
tions of a particular type with a proven track record. 

Of the four education projects evaluated in the 1975 Annual Review, 
three included technical components, and all suffered torn severe prob- 
lems, such as high capital and operating costs, too few qualified teachers, 

imderenrolfanent, and tow government priority. In addition curricula 
were poorly designed, and few, if any, links existed witf» the local labor 
market 

Beginning in the 19809, while some projects continued to focus on 
establishing orupgrading vocational and technical training, agricultural 

training, and teacher training, the bulk of the projects focused on curric- 
ulum reform and innovation, as well as the production of manpower. 

Vocational and technical education was most common in countries at 
the mid level of development The most successful projects had at least 
some of the foltowing elements: a strong and continued demand among 
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students axui employers for the skills being taught, the presence of an 
existing and successM institution that was bdng expanded or up- 
graded, close integration between the schools and the communities 
being served, and the provision of equipment and facilities that were 
appropriate and could be maintained cost^fectively (Annual Review 
1987). 

Evidence suggests that graduates of Bank-financed technical training 
institutions have had problems finding employment after graduation for 
several reasons: shortcomings in the training system, tonporary fluctu- 
ations in the demand for certain skills, a chronic oversupply of certain 
types of gradiiates, and inaccurate or incomplete initial a s s ewm ents of 
labor needs (Annml Reoiew 1988). Evidence also suggests that alOiough 
the education or training was meant to be a terminal education, many 
graduates pursue some form of postsecondary education. 

Most of die pxD}ects reviewed during this poriod included the intro- 
duction of a diversified curriculum. Courses such as woodwork, inetal- 
work, home economics, and electronics were added to the traditional 
secondary education cuzriculumu These practical courses were m&mt to 
be prevocational and to make school more rdevant to the needs of the 
economy.Itwas hoped that divernfied schools wouki supply themarket 
with readily employable labor and provide graduates with the back- 
ground necessary to acquire further advanced training either on the job 
or at school 

Several problems emerged with the thrust to diversity the cunicuhun: 
difficulties in recruiting qualified teachers because of poor salaries, 
lutdeienrollment in courses because of cultural biases against technical 
subjects, large proportions of graduates from technical schoob and 
divei^fied schools continuing on to some form of tertiary education 
rather than entering the labor market, the offering of vocational options 
that were incompatible with die needs of the community, inappropriate 
and often nonexisting links between the business communky and the 
schools, and higji recurrent costs per studoit 

Althou^ the objectives of diversifying the curriculum seemed to be 
justified, the Bank underestimated the cultural biases against this type 
of education as well as the diffinilties involved in modifying curricula. 
It is becoming increa^ngly clear that the results of diversification have 
not been as positive as anticipated. 
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